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April 18, 1994

Ms. Mildred Lee

Recordations Unit

Interstate Comnmerce Commission
12th & Constitution Avenus, N.W.
Washington, D.C. 20423

Dear Me. Lee:

Enclosed is a Railroad Equipment Lease Agreement dated 3/30/94
between the following parties:

Lessor: Caterpillar Financial Services Corporatrion
33722 West End Avenue
Nashville, TN 37203
Legsee: MK Rail Corporation
740 Park Boulevard
Boise, ldahw 83729

The equipment invelved in this transaction includes 3, MEHG00C
Locomotivesg, #501-503,

Please file tnis agreement as a primary document. The {iling fee
of 518 is enclosed.

Thank vou for vour assistance.
Sincerely,

o, B O

Marv Ann Oster

Research Consultant
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ACKNOWLEDGMENT

State of Tennessee

County of Davidson

On this 30th day of March , 1994 | before me .
Donna M. Barkley _ , & Notary
Public in and for said County of Davidson , residing therein
and duly commissioned and sworn, personally appeared
John P. Herbots , known to me to
bethe Executive Vice President. } of
————MK Rail Corporation of Boise, Idaho
, the corporation that executed the within instrument,

and known to me to be the person who executed the within instrument on behalf of said
corporation, and acknowledgeéd to me that such corporation execyted same.

In Witness Whereof, I hereunder subscribe my name and affix my official seal in my office
in said County of Davidson on the day and year first above
written.

(Seal)

My commission expires: March 23 , 19 96 |




ACKNOWLEDGMENT

State of Tennessee

County of Davidson

On this 30th day of March ., 1994 , before me
_ Donna M..Barkley , 8 Notary’
Public in and for said County of Davidson , residing therein
and duly commissioned and sworn, personally appeared
F.L. McPheeters , known to me to

be the Executive Vice President of
Caterpillar Financial Services Corporation of Nashville

Tennessee . the corporation that executed the within instrument,

and known to me to be the person who executed the within instrument on behalf of said
corporation, and aclmowledged to me that such corporation execyted same.

In Witness Whereof, I hereunder subscribe my name and affix my official seal in my office
in said County of Davidson on the day and year first above
written.

(Seal)

My commission expires: March 23 y19 96 .
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Railrocad Equipment Lease Agreement

This Railroad Equipment Lease Agreement is entered as of the J30th_day of
March, 1994, by and between:

Caterpillar Financial Services Corporation
3322 West End Avenue
Nashville, Tennessee 37203-0990
{the "Lessor")

and

MK Rail Corporation

720 Park Boulewvard

Boise, Idaho 83729
(the "Lessee”)

Whereas, the Lessee has manufactured three (3) Model MK5000C Locomotives
{collectively the locomotives are referred to as the "Equipment” and
individually each locomotive is referred to as an "item of Equipment” or
"Item”).

Whereas, the Lessee desires to lease the Equipment as the lease payments and
for the terms and upon the conditions set forth herein:and any schedules or
amendments hereto; and

Whereas, the Lessee intends to sublease the Equipment to certain customers of
the Lessee (the "Sublessees™). Such Sublease (the "Sublease") shall be
substantially in the form of Exhibit A attached hereto, which Lessor will
consent to, provided the conditions set forth in Section 18 hereof are
satisfied by the Lessee and each Sublessee.

Now, Therefore, in consideration of the promises and of the lease payments to
be paid and the covenants to be kept and performed by the Lessee hereunder, the
Lessor agrees to acquire and lease to the Lessee, and the Lessee agrees to

hire from the Lessor, subject to the following terms and conditions, the
Equipment.

Section 1. Delivery and Acceptance of Equipment.

1.1. Delivery and Acceptance. On Marchzgl, 1994, Lessor shall purchase the
Equipment from Lessee. On that date, Lessee shall deliver to Lessor a true and
correct copy of a Bill of Sale in the form of Exhibit B attached hereto and
made a part hereof, conveying title of the Equipment to the Lessor. 1In
exchange therefor, on March 31, 1994, the Lessor shall deliver to the Lessee,
by wire transferred funds to an account designated in writing by Lessee, the
amount of Six Million Dollars {5$6,000,000). On March 3l , 1994, Lessee shall
deliver to Lessor, a true and correct copy of a Delivery Supplement in the form

attached hereto and made a part hereof, marked Exhibit C.
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1.2. Lessee’s and Lessor’s Purchase Obligation. The obligation of the Lessor
to purchase and pay for any Item of Equipment to be leased hereunder is subject
to the conditions that no Event of Default (as hereinafter defined} or any
event which, with notice or lapse of time or both, woculd become an Event of
Default, are existing as of March 30, 1994. If any of the foregoing
conditions, in the reasonable opinion of the Lessor, are not satisfied, the
Lessee shall, in a timely manner upon the request of the Lessor, discharge any
obligation to pay for the Equipment which the Lessor may have incurred under
this Agreement.

Section 2. Representations and Warranties.

2.1. Representations and Warranties of the lLessee. The Lessee, with the
knowledge that the Lessor is relying thereon, represents and warrants to the
Lessor that (a) the Lessee is a corporation legally incorporated, validly
existing and in good standing under the laws of the State of Delaware; (b) the
Lessee has the power to make, deliver and perform under this Lease and

all instruments and documents contemplated by this Lease; (c) the Lessee has
taken all necessary and appropriate action to authorize the execution, delivery
and performance of this Lease and all instruments and documents contemplated by
this Lease; (d) the person or persons executing and delivering this Lease and
all instruments and documents contemplated by the Lease are authorized to do

80 on behalf of the Lessee; (e) this Lease constitutes a valid obligation of
the Lessee, legally binding upon it and enforceable in accordance with its
terms; {(f) the execution, delivery and performance of this Lease and all
instruments and documents contemplated by this Lease dpg not and will not
require any consent or approval which has not been obtained; and (g) the
execution and delivery by the Lessee of this Lease and all instruments and
documents contemplated by this Lease does not and will not violate any
provision of any law, any order of any court or governmental agency, the
Charter or By-laws of the Lessee, or any indenture, agreement, or other
instrument to which the Lessee is a party or by which it, or any of its
property is bound, and will not be in conflict with, result in the breach of,
or constitute (with due notice and/or lapse of time) a default under any such
indenture, agreement or other instrument, or result in the creation of
imposition of any lien, charge or encumbrance of any nature whatsocever upon any
of the property or assets of the Lessee. At the request of the Lessor, the
Lessee shall provide a certificate, substantially in the form of Exhibit D
hereto, as to the foregoing representations and warranties.

2.2. Representations and Warranties of the Lessor. The Lessor, with knowledge
that the Lessee is relying thereon, represents and warrants the (a) Lessor is
a corporation legally incorporated, validly existing and in good standing under
the laws of the State of Delaware; (b) Lessor has the power to make and perform
under this Lease including any subleases; (c¢) Lessor has taken all necessary
and appropriate action to authorize the execution, delivery and performance of
this Lease and all instruments and documents contemplated by this Lease; (d)
the person’s executing this Lease and all instruments and documents
contemplated by this Lease are authorized to do so on behalf of Lessor; (e)
this Lease constitutes a valid cobligation of the Lessor, legally binding upon
it and enforceable in accordance with its term; (f) the execution, delivery and
performance of this Lease and all documents and instruments contemplated by
this Lease do not and will not require any consent or approval, which has not
been obtained; and {g) the execution and delivery by the Lessor of this Lease
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and all documents and instruments contemplated by this Lease do not and will
not violate any provision of any law, any order of any court or governmental
agency, the Charter or By-laws of the Lessor, or any indenture, agreement or
other instrument to which Lessor is a party or by which it, or any of its
property, is bound, and will not be in conflict with, result in the breach of,
or constitute (with due notice and/or lapse of time) a default under any such
indenture, agreement or other instrument, or result in the creation or
imposition of any lien, charge or encumbrance of any nature whatsoever upon any
of the property or assets of the Lessor.

Section 3. Term.

The term of this Lease as to each Item of Equipment shall commence on March ég,
1994 {the "lLease Commencement Date"). The Lease shall remain in effect as to
each Item of Equipment for a term of two hundred forty (240) months following

the Lease Commencement Date.

Section 4. Lease Payment and Payment Dates.

4.1. Lease Payments for Equipment. Lessee agrees to pay the Lessor for each
Item of Equipment leased hereunder Thirteen Thousand Five Hundred Twenty Eight
dollars ($13,528.00) per month, in arrears.

The Lessee shall also pay to the Lessor, on demand, the lower of the interest
at the rate of Chase Manhattan Bank prime, or the highest rate allowed under
applicable law on the amount of any lease payment or qther payment not made
when due under the Lease, commencing to accrue as of the payment due date and
continuing to accrue until payment in full of such amount or amounts is
received by the Lessor.

4.2. Lease Payment Dates. The lease payments provided for in Sectiocn 4.1
hereof shall commence on the date which is one month from the Lease
Commencement Date and continue on the same day of each month thereafter for the
entire term of the Lease (for a total of 240 payments).

If any of the lease payment dates referred to is_not a2 business day the lease
payment otherwise payable on such date shall be payable on the next business
day, and no interest shall be payable thereon for the period from and after the
scheduled date for payment thereof to such next business day. The term
"business day" as used herein means a calendar day, excluding Saturdays,
Sundays and any other day on which banking institutions in Tennessee or Idaho
are authorized or obligated to remain closed.

4.3. Place of Lease Payment. All payments provided for in this Lease shall be
made to the Lessor, by company check or wire transfer of federal funds, at its
address set forth in Section 23 hereof, or at such other place and in such
other manner as the Lessor or its assigns shall specify in writing.
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4.4 Net Lease. This Lease is a net lease and the Lessee’s obligation to pay

all lease payments and other amounts which become due hereunder shall be
absolute and unconditional, and the Lessee shall not be entitled to any
abatement of lease payment or reduction thereof, including, but not limited to,
abatements or reductions due or alleged to be due by reason of any present or
future claims of the Lessee against the Lessor under this Lease or otherwise or
against any Sublessee; nor, shall this Lease terminate, or the respective
obligations of the Lessor or the Lessee be otherwise affected, by reason of any
defect in or damage to or loss or destruction of all or any Item of Equipment
from whatsoever cause, the taking or requisitioning of the Egquipment or any
Item of Equipment by condemnation or otherwise, the attachment of any lien,
encumbrance, security interest or other claim of any third party to any Item of
Equipment, the prohibition of the Lessee’s use of the equipment, the failure or
inability of or any Sublessee to make any required payments to the Lessee, the
interference with such use by any private person or corporation, the invalidity
of or unenforceability or lack of due authorization or other infirmity of this
Lease, or lack of right, power or authority of the Lessor to enter into Lease,
the insolvency of or the commencement by or against the Lessee of any
bankruptcy, reorganization or similar proceeding, or for any other cause,
whether similar or dissimilar to the foregoing, any present or future law to
the contrary notwithstanding, it being the intention of the parties hereto that
the rents and other payable by the Lessee hereunder shall continue to

be payable in all events except and to the extent that such abatement or
reduction arises out of or is caused by Lessor's breach of its cbligations
pursuant to this Lease. *

Section 5. Title to the Equipment.

5.1 Retention of Title. The Lessor is acquiring full legal title to the
Equipment, and it is understood that the Lessee, any Sublessee and any other
permitted assigns of Lessee shall acquire no right, title and interest to the
Equipment, other than as specifically set forth in this Lease, notwithstanding
the delivery of the Equipment to and the possession and use thereof by the
Lessee, any Sublessee and any other permitted assigns of Lessee.

5.2 Duty to Number and Mark Equipment. The Lessee shall cause each Item of
Equipment to be kept numbered with its road number, as set forth in Schedule A
hereto, and shall keep and maintain, plainly, distinctly, permanently and
conspicuously marked by a plate or stencil printed in contrasting color upon
each side of each Item of Equipment in letters not less than one inch in
height, as follows:

"Subject to a security agreement on file with the Interstate Commerce
Commission."

Appropriate changes thereof and additions thereto shall be made by the Lessee
as may from time to time be required by law in order to protect the title of
the Lessor to such Item of Equipment, its rights under this Lease and the
rights of any assignee under Section 18 thereof. The Lessee will not place any
such Item of Equipment in operation or exercise any control or dominion over
the same until the required legend shall have been so marked on both sides
thereof and will promptly replace any such names and word or words which may

be removed, defaced or destroyed. The Lease will not change the road number

of any Item of Equipment, except with the advance, written consent of the
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Lessor, and in accordance with a statement of new road numbers to be
substituted therefor, which consent and statement previously shall have been
filed, recorded and deposited in all public offices where this Lease shall have
been filed, recorded and deposited, as to which the Lessee shall have

furnished to the Lessor an opinion of counsel to the effect that such

statement has been so filed, recorded and deposited, such filing, recordation
and deposit will protect the Lessor’s interests in such Item of Equipment, and
no filing, recording, deposit or giving of notice with or to any other

federal, state or local government or agency thereof is necessary to protect
the interests of the Lessor in such Equipment.

5.3 Prohibition Against Certain Designations. Except as above provided, the
Lessee will not allow the name of any person, association or corporation to be
placed on the Equipment as a designation that might be interpreted as a claim
of ownership; provided, however, that the Lessee may cause the Equipment to be
lettered with the names or initials or other insignia customarily used by the
Lessee or its affiliates or any Sublessee on railroad equipment used by it of
the same or a similar type for convenience of identification of the right of
the Lessee or such Sublessee to use the Equipment under this lease, but not as
a designation that might be interpreted as a claim of ownership.

Section 6. Disclaimer of Warranties.

THE LESSEE ACKNOWLEDGES AND AGREES THAT (a) EACH ITEM OF EQUIPMENT IS OF A
SIZE, DESIGN AND MANUFACTURE SELECTED BY THE LESSEE AFTER DUE CONSIDERATION BY
THE LESSEE OF THE PURPOSES AND USES INTENDED BY THE LESSEE FOR EACH SUCH ITEM
OF EQUIPMENT, (b) EACH ITEM OF EQUIPMENT IS SUITABLE FOR THE LESSEE‘S PURPOSES
AND APPLICATIONS AND CONTAINS ALL SAFETY FEATURES DEEMED NECESSARY BY THE
LESSEE, (c) THE LESSOR IS NOT A MANUFACTURER OF THE EQUIPMENT, (d) THE
MANUFACTURER IS NOT AN AGENT OF THE LESSOR, AND (e) THE LESSOR HAS NOT MADE,
DOES NOT HEREBY MAKE, AND SHALL NOT BE DEEMED TO MAKE OR HAVE MADE, ANY
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO THE TITLE,
MERCHANTABILITY, DESIGN, CONDITION, QUALITY, DESCRIPTION, DURABILITY OR
SUITABILITY OF ANY SUCH ITEM OF EQUIPMENT OR THE MATERIALS OR WORKMANSHIP
THEREIN IN ANY RESPECT OR IN CONNECTION WITH THE PURPOSES AND USES OF THE
LESSEE, OR WITH RESPECT TO THE APPROPRIATE CHARACTERIZATION OF THIS
TRANSACTION BY THE LESSEE FOR FINANCIAL OR TAX REPORTING OR FOR ANY OTHER
PURPOSES, IT BEING AGREED THAT AS BETWEEN THE LESSOR AND THE LESSEE, ALL SUCH
RISKS ARE TO BE BORNE BY THE LESSEE. So long as no Event of Default has
occurred and is continuing, the Lessor shall be deemed to have assigned to the
Lessee, to the extent assignable, any warranties of the Lessee with respect to
any Item of Equipment. Any action taken by the Lessee to assert and enforce
any such warranties shall be at the Lessee’s sole cost and expense and the
Lessee shall indemnify and hold harmless the Lessor from and against any cost,
expense, or liability, including reasocnable attorney‘s fees, the Lessor may
incur as a result of the Lessee’s assertion of any such warranty claims.

Section 7. Llessee’s Indemnity.

7.1. Scope of Waiver and Indemnity. THE LESSEE HEREBY RELEASES ANY CLAIM NOW
OR HEREAFTER EXISTING AGAINST THE LESSOR ON ACCOUNT OF, AND SHALL DEFEND,
INDEMNIFY AND SAVE HARMLESS THE LESSOR AND THE DIRECTORS, OFFICERS, EMPLOYEES,
SUCCESSORS AND ASSIGNS OF THE LESSOR FROM AND AGAINST:
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(a) ANY AND ALL LOSS OR DAMAGE OF OR TO ANY ITEM OF EQUIPMENT, AND

{b) ANY CLAIM OR CAUSE OF ACTION OF THE LESSEE OR ANY THIRD PARTY, ALL DAMAGES,
LIABILITY, LOSSES, DEMANDS, SUITS, JUDGMENTS, COST OR EXPENSE (INCLUDING
COUNSEL FEES AND COSTS IN CONNECTION THEREWITH) WHICH MAY BE INCURRED IN ANY
MANNER BY OR FOR THE ACCOUNT OF ANY OF THEM, (i) RELATING TO THE EQUIPMENT OR
ANY PART THEREOF, INCLUDING, WITHOUT LIMITATION, OWNERSHIP, LEASING, USE,
MAINTENANCE, REPAIR, REPLACEMENT OR RETURN CF THE EQUIPMENT, (ii) BY REASON OR
AS THE RESULT OF ANY ACT OR OMISSION OF THE LESSEE FOR ITSELF OR AS AGENT FOR
THE LESSOR HEREUNDER, (iii) WHICH MAY BE ATTRIBUTABLE TO ANY DEFECT (WHETHER
LATENT OR PATENT) IN ANY ITEM OF EQUIPMENT ARISING FROM THE MATERIAL USED
THEREIN OR FROM THE DESIGN, MANUFACTURE OR TESTING THEREQF, OR FROM ANY USE,
MAINTENANCE, SERVICE, REPAIR OR TESTING OF ANY ITEM OF EQUIPMENT, REGARDLESS OF
WHEN SUCH DEFECT SHALL BE DISCOVERED. WHETHER OR NOT SUCH ITEM OF EQUIPMENT IS
IN THE POSSESSION OF THE LESSEE AND REGARDLESS OF THE LOCATION OF SUCH ITEM OF
EQUIPMENT, (iv) RESULTING FROM ANY INTERRUPTION OF SERVICE, LOSS OF BUSINESS OR
ANTICIPATED PROFITS OR CONSEQUENTIAL DAMAGES, OR (v) AS A RESULT OF CLAIMS FOR
NEGLIGENCE AGAINST LESSEE, OR STRICT LIABILITY IN TORT, EXCEPT THAT NOTHING
CONTAINED HEREIN SHALL BE CONSTRUED AS REQUIRING LESSEE TO INDEMNIFY LESSOR FOR
ANY SUCH CLAIMS ARISING OUT OF LESSOR’S BREACH OF COVENANTS, TO BE PERFORMED BY
LESSOR UNDER THIS LEASE.

7.2. Federal Income Taxes. The Lessor, as the owner of the Equipment, shall
be entitled to such deductions, credits and other benefits as are provided by
the Internal Revenue Code of 1986, as amended to the date hereof (hereafter
called the Code), to an owner of property, including, without limitation,
depreciation deductions with respect to the Equipment, in accordance with
Section 168(a) of the Cocde, Based upon the applicable depreciation methed and
recovery pericd specified inn Section 168(b) and {c) of the Code (as indicated
below) and, for state income tax purposes, all analogous dedications, with
respect to the Equipment.

Lessee agrees that neither it nor any corporation controlled by it, in control
of it, or under common control with it, directly or indirectly, will at any
time take any action or file any return or other documents inconsistent with
the foregoing and that each of such corporations will file such returns, take
such action and execute such documents as may be reasonable and necessary to
facilitate accomplishment of the intent hereof.

The Lessee acknowledges that the lease payment rate provided herein has been
calculated on the basis of depreciation deductions using an estimated useful
life for this Equipment of seven (7) years, ADR Code 40.1, and using a mid-year
convention in accordance with Section 168(c) of the Code.

7.3. Payment of Fees and Taxes. The Lessee shall report, pay and discharge
when due, and indemnify and hold harmless the Lessor from, all license and
registration fees, assessments, sales, use and property taxes, gross receipts
taxes arising out of receipts from use or operation of the Equipment, and other
taxes, fees and governmental charges similar or dissimilar to the foregoing of
any nature whatsoever (excluding, however, any tax measured b the Lessor’s net
income) together with any penalties, fines, additions to tax, or interest
thereon, imposed by any state, federal or local government upon any Item of
Equipment and whether or not the same shall be assessed against or in the name
of the Lessor or the Lessee: provided, however, that the Lessee shall not be

PAGE 6



required to pay or discharge any such tax or assessment resulting from Lessor’s
misrepresentation, act of omission or negligence. The Lessee shall reimburse
the Lessor for any damages, costs or expenses incurred by Lessor resulting from
failure to properly pay or discharge any such taxes, fees and assessments.

7.4 Continuation of Indemnities and Assumptions. The indemnities and
agsumptions of liabilities and obligations herein provided for shall continue
in full force and effect notwithstanding the expiration or other termination of
the Lease.

Section 8. Loss or Damage; Waiver and Indemnity.

The Lessee shall bear the risk of any loss, damage or Casualty Occurrence (as
hereinafter defined) to any Item of Equipment prior to, during subsequent to
{until such Item is returned to the Lessor pursuant to Section 15 hersof) the
term of this Lease as to such Item. If any Item of Equipment shall become
damaged, from any cause whatsoever, the Lessee shall give the Lessor prompt
notice thereof. A Casualty Occurrence shall mean that the cost to repair
exceeds the Casualty Value less the net salvage value. In the absence of such
an occurrence, then the Lessee shall, at its expense, promptly restore such
Item to the condition required by Section 10 hereof. If any Item shall become
worn-out, lost, stolen, destroyed or irreparably damaged (as reasonably
determined by the Lessor in accordance with accepted standards and practices of
the railroad industry), from any cause whatsoever, or taken by condemnation,
under power of eminent domain for an indefinite period’'or definite period
exceeding the term of this Lease, or otherwise (any such occurrence hereafter a
"Casualty Occurrence") prior to, during or subsequent to (until such Item is
returned to the Lesscr pursuant to Section 15 hereof) during the term of this
Lease as to such Item, the Lessee shall give the Lessor prompt notice thereof.
On the first lease payment date following such Casualty Occurrence or, if such
an occurrence occurs within fifteen {15) days of the next lease payment date,
it will be paid on the next subsequent lease payment date, or, if there is no
such lease payment date, thirty (30) days after such Casualty Occurrence, the
Lessee shall pay to the Lessor any lease payment and other payment then due in
respect to such Item, plus a sum equal to the Casualty of such Item as

set forth in Exhibit E hereto. Upon the Lessor’s receipt of such payment, the
Lessor will convey good and marketable title to such Item of equipment to
Lessee or designee of Lessee on an "as is", "where is™ basis, without
representation and warranty, express or implied, as to condition or such
equipment, and the term of this Lease as to such Item shall terminate and the
Lessee shall be entitled to possession of such Item.

Section 9. Rules, Laws and Requlations.

9.1. Duty to Comply. The Lessee agrees to comply and to require any sublessee
to comply with all governmental laws, regulations, reguirements and rules
{(including the rules of the United States Department of Transportation, the
Interstate Commerce Commission and the American Association of Railroad) with
respect to the use, maintenance and operation of each Item of Equipment. 1In
case any equipment or appliance is required to be installed on such Item of
Equipment in order to comply with such laws, regqulations, requirements and
rules, the Lessee, at its sole cost and expense, shall make such changes,
additions and replacements. Such equipment of appliance shall become a part of
the Equipment and title theretoc shall immediately vest in Lessor.
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9.2 Reports by Lessor. The Lessee will prepare and deliver to the Lessor
within a reasonable time prior to the required date of filing (or, to the
extent permissible, file on behalf of the Lessor) any and all reports (other
than income tax returns) to be filed by the Lessor with any federal, state or
regulatory authority by reason of the ownership by the Lessor of the Equipment
or the leasing thereof to the Lessee.

Section 10. Use, Maintenance and Repairs of Equipment.

Lessee, at its own expense and at all times, shall maintain and service, or
cause the Equipment to be maintained and serviced, (i) so as to keep the
Equipment in as good operating order, repair condition and appearance as when
first delivered, ordinary wear and tear from normal and proper use excepted,
and (ii) in compliance with the original manufacturer‘’s recommended
preventative maintenance procedures and policies, and (iii) in accordance with
applicable interchange regulations for such equipment set forth by the
Association of American Railroads, Federal Railroad Administration, Department
of Transportation or any successor entities having jurisdiction over such
matters. Lessee hereby agrees to maintain all records, logs, reports, and
compliance certificates relating to the Equipment and to make such records
available to the Lessor upon request. The Lessee or any Sublessee shall not
use, operate, maintain or store any Item improperly, carelessly or unsafely or
for any purpose other than in the conduct of its business. In no event will
Lessee cause any Item of Equipment to be maintained or scheduled for
maintenance on a basis less frequent than the maintenante scheduling basis
employed by the Lessee for similar Equipment.

Lessee shall not modify or allow to be modified, any Item of Equipment without
the prior written consent and approval of Lessor except to the extent an
addition to the Equipment may be required in order to bring such Equipment into
compliance with applicable laws, regulations, requirements and rules (as
described in Section 9.1 above). Any parts installed or replacements made by
Lessee to any Equipment shall be considered accessions to such Equipment and
title thereto shall be immediately vested in the Lessor, without cost or
expense to the Lessor.

Section 11i- Liens on the Equipment.

Throughout the term of this Lease and during the period of any storage of the
Equipment by the Lessee provided for herein, the Lessee shall pay or satisfy
and discharge any and all claims against, through or under the Lessee and its
successors, assigns or sublessees which, if unpaid, might constitute or become
a lien, encumbrance or charge upon the Equipment, and any liens, encumbrances
or charges which may be levied against or imposed upon any Item of Egquipment as
a result of the failure of the Lessee to perform or observe any of its
covenants or agreements under this Lease, but the Lessee shall not be required
to pay or discharge any such claims so long as it shall, in good faith and by
appropriate legal proceedings, contest the validity thereof in any reasonable
manner which will not, in the reasonable opinion of the Lessor, affect or
endanger the title and interest of the lLessor to the Equipment. The Lessee'’s
obligations under this Section 11 shall survive termination of this Lease.

Section 12. Filing of Lease.
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12.1. Filing. The Lessee, at its own expense, will cause a memorandum of this
Lease, and any sublease to be filed with Interstate Commerce Commission
pursuant to 49 U.S.C. Para. 11303. The Lessee in addition will from time to
time do and perform any other act and will execute, acknowledge, deliver, file,
register, record (and will refile, reregister, deposit and redeposit or
rerecord whenever required)} any and all further instruments required by law or
reasonable requested by Lessor for the purpose of proper protection of the
Lessor’s interests in the Equipment, or for the purpose of carrying out the
intention of this Lease and any sublease. Lessee, if it so elects, will pay
Lessor a service fee for $500 for making such filings in addition to the cost
of such filings.

Section 13. Insurance; Payment for Casualty Occurrence.

13.1.(a) Insurance. Subject to the provisions of Section 13.1(b), the Lessee
will at all times after delivery and acceptance of each Item of Equipment, at
its own expense, keep or cause to be kept each such Item insured in amounts
and against risks, including but not limited to property insurance and public
liability insurance with respect to third-party personal and property damage,
customarily and prudently insured against by railroad companies on similar
equipment, but in any event not less than Five Hundred Thousand Dollars
($500,000) combined coverage per occurrence. All such insurance shall be in
such form and with such companies as the Lessor shall approve, shall specify
the Lessor (or it designee) and the Lessee as named insurers, shall be
primary, without right of contribution form any other insurance carried by the
Lessor, and shall provide that such insurance may not be canceled or altered
so as to affect the interest of the Lessor without at least thirty (30) days
prior written notice to the Lessor. All insurance covering loss or damage to
the Equipment shall name the Lessor {or its designee) as loss payee and shall
be payable solely to the Lessor. The Lessee shall not make adjustments with
insurers except with the Lessor’s prior written consent and hereby irrevocable
appoints the Lessor as the Lessee’s attorney in fact to receive payment of and
endorse all checks, drafts and other documents and to take any other actions
necessary to pursue insurance claims and recover payments if the Lessee fails
to do so. The Lessee shall promptly notify the Lessor of any occurrence which
may become the basis of a claim under any such insurance coverage and shall
provide the Lessor with all requested pertinent data. The Lessee shall
deliver to the Lessor, as soon as a available, and in any event prior to the
commencement date of the term of this Lease as to each Item of Equipment,
evidence of such insurance coverage in form satisfactory to the Lessor.

13.1.(b) Lessor’'s Right to Insure. 1In the event that the Lessee shall fail to
maintain insurance as herein provided, the Lessor may at its option, upon five
{(5) business days prior written notice to the Lessee, provide such insurance,
and, in such event, the Lessee shall, upon demand from time to time, reimburse
the Lessor for the cost thereof with interest from the date of

payment thereof, on the amount of the cost to the Lessor of such insurance
which the Lessee shall have failed to maintain, at the rate per annum
specified in Section 4.1. hereof.

13.2 Duty of Lessee to Notify Lessor. In the event that any Item of

Equipment shall be or become lost, stolen, destroyed or irreparably damaged
during the term of this Lease or thereafter while such Item of Equipment is in
the possession of the Lessee, or shall be regquisitioned or taken over by any
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governmental authority under the power of eminent domain or otherwise during
the term of this Lease (any such occurrence being hereinafter called a
"Casualty Occurrence”), the Lessee shall promptly and full (after it has
knowledge of such Casualty Occurrence) inform the Lessor in regard thereto and
shall pay the Casualty Value (as herein defined) of such Item in accordance
with the terms hereof.

13.3 Lease Payment Termination. Upon payment of the Casualty Value in
respect of any Item of Equipment and all other sums due on such lease payment
date, the obligation to pay lease payments on such Item of Equipment accruing
subseguent to the Casualty Value payment date shall terminate, but the Lessee
shall continue to pay lease payments for all other Items of Equipment.

13.4. Risk of Loss. The Lessee shall bear the risk of loss of or damage to

any Item of Equipment and, except as provided in this Section 13, shall not be
released from its obligations hereunder in the event of any Casualty
Occurrence to any Item of Equipment from and after the date hereof and
continuing until payment of the Casualty Value and the lease payments

due on and prior to the date of payment of such Casualty Value in respect of
such Item of Equipment have been made, such Item or the salvage thereof has
been disposed of by the Lessee and the title to such Item or the salvage
thereof and all risk of loss and liabilities incident to ownership have been
transferred to the purchaser of such Items or the salvage thereof.

Section 14. Annual Reports .

14.1. Duty of Lessee to FPurnish On or before April 1 in each year,
commencing with the year 1995, the Lessee will furnish to the Lessor an
accurate statement, as of the preceding December 31, (a) showing the amount,
description and numbers of the Items of Equipment than leased hereunder, the
amount, description and numbers of all Items of Equipment that may have
suffered a Casualty Occurrence during the preceding twelve (12) month and
such other information regarding the condition or repair of the Equipment as
the Lessor may reasonable request, (b) stating, as of the date of that
statement, the location of each Item of Equipment, (c¢) stating the party, if
any, to which any Item of Equipment may have been subleased during such
period, (d) stating that, in the case of all Equipment, the markings required
by Section 5.2 hereof shall have been preserved or replaced,and

{e) describing the insurance coverage maintained by the Lessee during such
period pursuant to Section 13.1(a) hereof.

14.2. Lessor’s Inspection Rights. The Lessor and the agents of the Lessor
shall have the right, at its sole cost, to inspect the Equipment and the
Lessee’s or any Sublessee’s records with respect thereto, at such times as
shall be reasonably necessary to confirm to the Lessor the existence and
proper maintenance thereof during the continuance of this Lease.

14.3. Financial Reports The Lessee shall keep its books and records in
accordance with generally accepted accounting principles and practices and
shall deliver to the lLessor not later than the date on which the report
referred to in Section 14.1 is furnished to the Lessor, its annual audited
financial statements and such other unaudited financial statements as may be
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reasonably requested by the Lessor. The Lessee represents and warrants to the
Lessor that all credit, financial and other information submitted to the
Lessor in connection with this lLease is and shall be true, correct and
complete.

Section 15. Return of Equipment Upon Expiration of Term.

Upon not less then thirty (30) days written notice prior to the termination or
expiration of the term of this Lease with respect to any Item of Equipment,
the Lessor will advise the Lessee of the return point on the Sublessee’s lines
or

if no Sublessee, at the original place of delivery. The Lessee will, at its
own risk, cost and expense, deliver possession of such Item of Equipment to
the Lessor at such point more than thirty (30) days after termination or
expiration of the term of this Lease and store the same at such point at
Lessee’s risk, cost and expense for a period not to exceed ninety (90) days.
During any such storage pericd, the Lessee will permit the Lessor or any
person designated by it, including the authorized representative or
representatives of any prospective purchaser or user of any such Item, to
inspect the same at their own expense and risk of persocnal injury or death.
During any such storage period, the Lessee shall maintain the Items of
Equipment in such manner as is customary in the Railrcad industry for similar
equipment in similar storage circumstances; provided, however, that the
maintenance and condition of the Equipment shall at all times be not less than
the level required by Section 10 hereof. The assembling, delivery, storage
and transporting of the Equipment, as hereinbefore provided, are of the
essence of this Lease, and upon application to any court of equity having
jurisdiction in the premises the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants of the Lessee to

so assemble, deliver, maintain, store and transport the Eguipment.

Section 16. Default

16.1 Events of Default. Any of the following events shall constitute an
Event of Default hereunder:

{(a) Default shall be made in the payment of any part of the lease payment
or other sums required to be paid hereunder by the Lessee and such default
shall continue for fifteen (15) days; or

(b) The Lessee shall make or permit any unauthorized assignment or
transfer of this Lease, or Lessee shall permit possession of the Equipment by
persons other than Lessee or authorized Sublessee; or

(c) Default shall be made in the observance or performance of any other
of the covenants, conditions, agreements and warranties on the part of the
Lessee contained herein and such default shall continue for thirty (30) days;
or

{(d) Any representation or warranty of the Lessee contained herein or in
any document furnished to the Lessor in connection with this Lease shall be
incorrect as of the date when made; or
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{e) A petition for reorganization under Title 1l of the United States
Code, as now constituted or as hereafter amended, shall be filed by or against
the Lessee, or any Sublessee (provided only if Lessee is in default); or

{(f) Any other proceeding shall be commenced by or against the lessee or
any Sublessee (provided only if Lessee is in default), for any relief which
includes, or might result in, any modification of the obligations of the
Lessee or any Sublessee whereunder under any bankruptcy or insolvency laws, or
laws relating to the relief of debtors, re-adjustments of indebtedness,
reorganizations, arrangements, compositions or extensions;

16.2. Remedies. If any Event of Default has occurred and is continuing, the
Lessor, at its option may:

(a) Proceed by appropriate court action or actions, either at law or in
equity, to enforce performance by the Lessee of the applicable covenants of
this or to recover damages for the breach thereof; or

(b) By notice in writing to the Lessee, terminate this Lease, whereupon
all right of the Lessee or any Sublessee, to the use of the Equipment shall
absolutely cease and terminate as though this Lease had never been made, but
the Lessee shall remain liable as hereinafter provided; and, thereupon, the
Lessor may, by its agents, enter upon the premises of the Lessee or any
Sublessee or other premises, insofar as the Lessor or Lessee or any Sublessee
may be lawfully authorized to so permit, where any Item of Equipment may be
located and take possession of all or any of such Equipment and thenceforth
hold, possess and enjoy the same free from any right o £ the Lessee or its
successors or assigns, to use the Equipment for any purpose whatever but the
Lessor shall, nevertheless, have a right to recover from the Lessee any and
all amounts which may have accrued to the date of such termination (computing
the lease payment for any number of days less than a full lease payment period
by a fraction of which the numerator is such number of days and the denominator
is the total number of days in such full lease payment period) and also to
recover forthwith from the Lessee as damages for loss of the bargain and not as
a penalty whichever of the following amounts that the Lessor, in its sole
discretion, shall specify: (i) a sum, with respect to each Item of Equipment,
which represents (x) the excess of the Casualty Value at the time of such
termination over the then present wvalue of the rental which the Lessor
reasonably estimates to be obtainable for each Item of Equipment from the date
of such termination until March 29, 2014. sSuch present value shall be
computed on the basis of eight percent (8%) per annum discount, compounded
annually from the respective dates upon which rentals would have been payable
hereunder had this Lease not been terminated or, if such Item of Equipment is
sold, the net proceeds of the sale, or (ii) an amount equal to the excess, if
any, of the Casualty Value as of the termination date, or if the termination
date is not a rental payment date, then the Casualty Value as of the
immediately preceding rental payment date, over the amount the Lessor
reasonably estimates to be the sales value of such Item of Equipment at such
time; PROVIDED, HOWEVER, that in the event the Lessor shall have sold any Item
of Equipment, the Lessor, in lieu of collecting any amounts payable by the
Lessee pursuant to the preceding clause (iii) with respect to such item of
Equipment, may if it shall so elect, demand that the Lessee pay the Lessor and
the Lessee shall pay to the Lessor on the date of such sale, as liquidated
damages for loss of a bargain and not as a penalty, an amount equal to the
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excess, if any, of the Casualty Value for such Item, as of the termination
date, or if the termination date is not a rental payment date, then the
Casualty Value as of the immediately preceding rental payment date, over the
net proceeds of such sale.

The Lessee will pay all reasonable expenses, including attorney’s fees,
incurred by the Lessor in enforcing its remedies under the terms of this
Lease.

16.3. Cumulative Remedies. The remedies in this Lease provided in favor of
the Lessor shall not be deemed exclusive but shall be cumulative and may be
exercised concurrently or consecutively, and shall be in addition to all other
remedies in its favor existing at law or in equity. To the extent permitted
by law, the Lessee hereby waives any mandatory requirements of law, now or
hereafter in effect which might limit or modify any of the remedies herein
provided. The Lessee hereby waives any and all existing or future claims of
any right to assert any off-set against the rent payments due hereunder, and
agrees to make the rent payments regardless of any off-set or claim which may
be asserted by the lLessee on its behalf in connection with or related to the
lease of the Equipment.

16.4. Lessor‘s Failure to Exercise Rights. The failure of the Lessor to
exercise the rights granted hereunder upon any occurrence of any of the
contingencies set forth herein shall not constitute a waiver of any such right
upon the continuation or recurrence of any such contingencies or similar
contingencies. -
16.5. Notice of Event of Default. The Lessee also agrees to furnish the

Lessor, promptly upon any responsible officer becoming aware of any condition
which constituted or constitutes and Event of Default under this Lease or
which, after notice or lapse of time, or both, would constitute such an Event
of Default, written notice specifying such condition and the nature and status
thereof. For the purposes of this Section 16.5., a "responsible officer”" shall
mean, with respect to the subject matter of any covenant agreement or
obligation of the Lessee in this Lease contained, any corporate officer of the
Lessee who, in the normal performance of his operational responsibilities,
would have knowledge of such matter and the requirements of this lLease with
respect thereto.

Section 17. Return of Equipment Upon Default; Disposition of Eguipment.

17.1. Lessee’s Duty to Return. If the Lessor shall terminate this Lease
pursuant to Section 16 hereof, the Lessee shall forthwith deliver possession
of Equipment to the Lessor in accordance with Section 15.

17.2. Lessor Appointed Lessee’s Agent. Without in any way limiting the
obligations of the Lessee under the foregoing provisions of this Section 17,
the Lessee hereby irrevocably appoints the Lessor as the agent and attorney of
Lessee, with full power and authority, at any time while the Lessee is
obligated to deliver possession of any Items of Equipment to Lessor, to demand
and take possession of such Item in the name and on behalf of the Lessee from
whosoever shall be at the time in possession of such Item.

Section 18. Assignment by lessor or lLessee.
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All or any of the rights of the Lessor under this Lease and title to the
Equipment may be assigned by the Lessor at any time without the consent of the
Lessee or any of its permitted successors and assigns. If notified by the
Lessor, Lessee shall make all payments due under this Lease to the party
designated in such notice, without offset or deduction whatsoever, as provided
in Section 4 hereof. An assignment of this Lease or any right or cbligation
hereunder may be made by the Lessee or any assignee of the Lessee with the
prior written consent of the Lessor, and such consent shall not be unreasonable
withheld. Upon such assignment by Lessee, consented to by Lessor, Lessee’s
obligations under this agreement shall be terminated. This Lease shall be
binding upon and inure to the benefit of the Lessor and the Lessee and their
respective successors and assigns.

Section 19. Right to Equipment; Merger, Consolidation of Leass.

19.1. Lessee’s Rights to the Equipment. So long as the Lessee shall not be in
default under this Lease, the Lessee shall be entitled to the possession and
use of the Equipment in accordance with the terms of this Lease, but, without
the prior written consent of the Lessor, the Lessee shall not assign, transfer
or encumber its leasehold interest under this Lease in any of the Equipment.
The Lessee shall not, without the prior written consent of the Lessor, part
with the possession or control of, or suffer or allow to pass out of its
possession or control, any of the Equipment, except to the extent permitted by
the provisions of Section 19.2. hereof.

19.2. Use and Possession. No sublease shall be entered into by the Lease,

other than permitted in Section 2.1, without the prior written consent of the
Lessor, which consent shall not be unreasonably withheld, and no sublease,
including those permitted by Lesscr, entered into by Lessee shall relieve the
Lessee of any liability or obligations hereunder, which shall be and remain
those of a principal and not a surety. Any sublease permitted by the Lessor
shall be subject and subordinate to the rights and remedies of the Lessor under
this Lease in respect of the Egquipment covered by such sublease upon the
occurrence of an Event of Default hereunder.

Section 20. Opinion of Lessee’s Counsel.

on March 22, 1994 the Lessee will deliver to the Lessor the written opinion

of counsel for the Lessee, addressed to the Lessor, in scope and substance
satisfactory to the Lessor, to the effect that:

(a) The Lessee is a corporation legally incorporated and validly existing,
in good standing, under the laws of the State of Delaware;

(b) The Lessee has the corporate or other power and authority to own its
property and carry on its business as now being conducted and is duly qualified
to do business as a foreign corporation in all states in which such
qualification is necessary to carry out the terms of the Lease;

(¢) This Lease has been duly authorized, executed and delivered by the
Lessee and constitutes the valid, legal and binding agreement of the Lessee
enforceable in accordance with its terms;
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(d) No approval, consent of, or filing with, any public regulatory body is
required with respect to the entering into or performance by the Lessee of this
Lease;

(e} The execution and delivery by the Lessee of this Lease does not
violate any provision of any law, any order of any court or government agency,
the Charter or By-laws of the Lessee, or any indenture, agreement, or other
instrument to which the Lessee is a party or by which it, or any of its
property is bound, and will not be in conflict with, result in the breach of,
or constitute (with due notice and/or lapse of time) a default under any such
indenture, agreement or other instrument, or result in the creation or
imposition of any lien, charge or encumbrance of any nature whatsocever upon any
of the property or assets of the Lessee, except upon the leasehold estate of
the Lessee hereunder.

Section 21. Interest on Overdue Lease Payments, Other Payments and Amounts
Paid by lLessor.

Anything to the contrary herein contained notwithstanding, any nonpayment of
lease payments or other payments due hereunder, or amounts expended by the
Lessor on behalf of the Lessee, shall result in the additicnal obligation on
the part of the Lessee to pay an amount equal to Chase Manhattan prime (or the
lawful rate, whichever is less) on such overdue lease payments, payments and
amounts expended for the period of time during which they are overdue or
expended and not repaid.

Section 22. Lease Termination Option.

22.1 Expirations of Lease Term. Upon the expiration of the original lease
term, and provided the Lessee is not in default hereunder, Lessee shall have
the following options:

{a) Return the Equipment pursuant to the terms of Section 15 of this
Agreement;

(b) Extend the term of this Agreement on a month-to-month basis for a
minimum of twelve (12) months at a payment amount mutually agreed upon by
Lessor and Lessee; and,

(c) Purchase Option: Lessee may, by notice delivered to Lessor not less
than one hundred eighty (180) days prior to the end of the term of the Lease
with respect tc any Item of Equipment, elect to purchase at the end of such
term such Item of Equipment for a purchase price equal to the then “Fair Market
Value" of such Item of Equipment. Fair Market Value shall be equal to the
amount which would obtain in an arm’s length transaction between an informed
and willing buyer (other than a used equipment dealer or a buyer currently in
possession) and an informed and willing seller under no compulsion to sell and,
in the determination thereof, costs of removal from the current locations shall
not be a deductions from such value. If, four months prior to the end of such
term, Lessor and Lessee have not agreed upon the Fair Market Value of such Item
of Equipment, upon application of either party an appraiser shall be appointed
by the American Arbitration Association and instructed to determine the Fair
Market Value of such Items of Equipment within thirty days after appointment
and to promptly communicate such determination in writing to Lessor and Lessee.
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The determination so made shall be conclusively binding upon Lessor and Lessee.
The expenses and fees of the appraiser shall be paid by Lessee. Upon receipt
of the purchase price, plus any taxes due in connection with the sale of the
Item of Equipment, Lessor shall deliver to Lessee a bill of sale {without
warranties except that such Item of Equipment is free of all encumbrances of
any person claiming through Lessor) for such Item of Equipment.

Lessee shall give Lessor not less than one hundred eighty (180) days prior
written notice of its election under Section 22.1 (a) or (b).

22.2 Early Termination. Upon not less than ninety (90) days prior written
notice to Lessor, and provided Lessee is not in default hereunder, Lessee may
elect to early terminate this Agreement with respect to any Item of Equipment.
The purchase price shall be the Casualty Value of the Item of Equipment. The
purchase price shall be the Casualty Value of the Item of Equipment as of the
termination date, of if the termination date is not a rental payment date, then
the Casualty Value of the Item of Equipment as of the immediately preceding
rental payment date.

22.3. Payment; Bill of Sale. Payment of any purchase price set forth in
Sections 22.1 and 22.3 above shall be made at the place of payment specified in
Section 4 hereof in immediately available funds against delivery of a Bill of
Sale transferring and assigning to the Lessee all right, title and interest of
the Lessor in and to such Items of Equipment. Lessor shall not be required to
make any representation or warranty as to the condition of each Item of
Equipment or any other matters.

Section 23. Miscellaneous.

23.1 Notices. Any notice required or permitted to be given by either party
hereto to the other shall be deemed to have been given when deposited in the
United States certified mails, first class postage prepaid, addressed as
follows:

If to the Lessor: Caterpillar Financial Services Corporation
3322 West End Avenue, Suite 610
Nashville, Tennessee 37203-0990
Attention: Treasurer

If to the Lessee: MK Rail Corporation
720 Park Boulevard
Boise, ID 83729
Attention: "Treasurer

or addressed to either party at such other address as such party shall
hereafter furnish to the cther party in writing.

23.2, BExecution in Counterparxts. This Lease may be executed in several
counterparts, each of which so executed shall be deemed to be an original and
in each case such counterparts shall constitute but one and the same
instrument.
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23.3. Integration; Law Governing. This Lease contains the entire agreement of
the Lessor and the Lessee and shall be governed, construed and enforced in
accordance with the laws of Tennessee, provided, however, that the parties
shall be entitled to all rights conferred by any applicable federal statue,
rule or regulation.

23.4. Lessor’s Right to Perform for the Lessee. If the Lessee fails to perform
or comply with any of its agreements contained herein, the Lessor may, upon
notice to the Lessee, itself perform or comply with such agreement, and the
amount of the reasonable cost and expenses of the Lessor incurred in connection
with such performance or compliance, together with interest on such amount as
provided in Section 4.1 hereof, shall be payable by the Lessee upon demand
except as otherwise provided in this Lease. No such performance or compliance
by the Lessor shall be deemed a waiver of the rights and remedies of the Lessor
or any assignee of the Lessor against the Lessee hereunder or be deemed to cure
the default of the Lessee hereunder.

23.5. Severability. Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction shall be, as to such jurisdiction,
ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render
unenforceability such provision in any other jurisdiction.

23.6, Effect and Modification of Lease. The text of this Lease exclusively

and completely states the rights of the Lessor and the Lessee with respect to
the leasing of the Equipment and supersedes all other agreements, oral or
written, with respect thereto. No variation or modification of this Lease and
no waiver of any of its provisions or conditions shall be valid unless in
writing and signed by duly authorized signatories for the Lessor and the
Lessee.

In Witness Whereof, the authorized representatives of the Lessor and the Lessee

have executed this Lease Agreement as of the 30th day of

March . 1994,
MK RAIL CORPORATION CATERPILLAR FINANCIAL SERVICES
{LESSEE") CORPORATION ("LESSOR")

\ s

ritle: Executive Vice President 1ie1EXECUTIVE VICE PRESIDENT
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V)

Exhibit A

EQUIPMENT LEASE AGREEMENT

Dated as of , 19

LESSOR
and

LESSEE

Filed and Recorded with the
Interstate Commerce Commission
on , at
and given

Recordation No.




EQUIPMENT LEASE AGREEMENT

Lease Agreement made this day of , 19__, between
("Lessor") with a place of business located at ' ’
and ("Lessee") having its principal place of business located at

1. LEASE AGREEMENT: Lessor hereby agrees to lease to Lessee and Lessee
hereby agrees to rent from Lessor all the machinery, equipment and other personal property
("Equipment") described in Equipment Lease Schedule(s) which are or may from time to
time be executed by Lessor and Lessee and attached hereto or incorporated herein by
reference ("Schedules"), upon the terms and conditions set forth in this Lease, as
supplemented by the terms and conditions set forth in the appropriate Schedule identifying
such items of Equipment. All of the terms and conditions of this Lease shall govern the
rights and obligations of Lessor and Lessee except as speciﬁcally modified in writing.
Whenever reference is made herein to "this Lease" it shall be deemed to include.each of the
various Schedules identifying all items of Equipment, all of which constitute one undivided
lease of the Equipment, and the terms and conditions of which are incorporated herein by

reference.

2. CONDITIONS PRECEDENT: The obligation of Lessor to lease any of the
Equipment to Lessee hereunder shall be subject, on or as of the acceptance date for such
Equipment, to (i) Lessee’s acceptance of such Equipment, as evidenced by Lessor’s receipt
of an acceptance certificate in form and substance acceptable to Lessor with respect thereto;
(if) Lessze’s execution and delivery, at Lessee’s expense, of such documents as Lessor may
reasonably deem to be necessary or desirable (each in form and substance satisfactory to
Lessor), including, without limitation, an opinion of Lessee’s counsel, a certificate(s) of
officers of Lessee, Uniform Commercial Code financing statements and other filings and
publications as may be appropriate with respect to Lessor’s interest in the Equipment
including filings with the United States Interstate Commerce Commission; (iii) there not

having occurred, in Lessor’s sole judgement, since , any material adverse
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change in the financial condition of Lessee or in Lessee’s ability to perform its obligations
hereunder; (iv) there having occurred no change in applicable law that would have a
material adverse impact on the transactions contemplated by this Lease (unless Lessor and
Lessee shall have agreed upon appropriate adjustments and indemnities to compensate for
such change); (v) Lessee’s understanding and agreement that, notwithstanding anything
contained in this Lease to the contrary, (a) title to and ownership of the Equipment reside
with Caterpillar Financial Services Corporation ("CFSC") pursuant to a Railroad Lease
Agreement between CFSC and Lessor dated December 27, 1991 (the "Caterpillar Lease™),
and (b) the rights and interests of Lessor and Lessee to and in the Equipment and the rights
and remedies of Lessor and Lessee under this Lease are subject and subordinate to the
terms and conditions of the Caterpillar Lease; and (vi) Lessee’s representations and
warranties contained in this Lease being true and accurate as if made on and as of such
date, and Lessee’s having performed and complied with all of its covenants and obligations
hereunder and under any purchase agreement. Lessee’s execution of any Schedule shall
constitute its representation and warranty that there has been no material adverse change

in its business or financial condition since the date referenced above in this Section 2.

3. TERM: The obligations under this Lease shall commence upon the written
acceptance thereof by Lessor and shall end upon full performance and observance of each
and every term, condition and covenant set forth in this Lease, each Schedule hereto and
any extensions thereof. The rental term of the Equipment listed in each Schedule shall
commence on the date that the first Rental Payment is due and shall terminate on the last
day of the term stated in such Schedule unless such Schedule has been extended or
otherwise modified in writing and signed by the Lessor and Lessee. Lessor, at its option,
may terminate any Schedule as to which the Equipment listed therein has not been delivered

to Lessee prior to the outside commitment date specified in such Schedule.

4. RENTAL PAYMENTS: The rent for the Equipment described in each Schedule
shall be due and payable on the dates set forth therein. Such rent shall be payable at the
office of Lessor, or at such office as Lessor may otherwise designate. The receipt of any
check or other item on account of any Rental Payment will not be considered as payment

thereof until such check or other item is honored when presented for payment.
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5. DELIVERY AND INSTALLATION: Lessee, at its expense, will pay all
transportation, packing, taxes, duties, insurance, installation, testing and other charges in
connection with the delivery, installation and use of the Equipment.

(a) EXCEPT AS OTHERWISE SPECIFICALLY PROVIDED HEREIN,
LESSOR MAKES NO WARRANTY OR REPRESENTATION, EXPRESSED OR
IMPLIED, AS TO THE UNITS, INCLUDING, (i) ANY WARRANTY OR
REPRESENTATION AS TO THE DESIGN, QUALITY, OR CONDITION OF
THE UNITS, OR (ii) THE MERCHANTABILITY OR FITNESS OF THE UNITS
FOR ANY PARTICULAR PURPOSE OR (iii) WITH RESPECT TO
INFRINGEMENT, EXCEPT AS OTHERWISE SPECIFICALLY PROVIDED
HEREIN, ALL UNITS LEASED TO AND ACCEPTED BY LESSEE UNDER
THIS AGREEMENT ARE LEASED ON AN "AS IS" BASIS.

(b) Lessor shall not be responsible to Lessee in contract or in tort (including
negligence), under any theory of strict liability, or otherwise, for loss of profits or
revenues or for any special, incidental, consequential or punitive loss or damage of
any nature arising at any time out of this Agreement. The provisions of this Section
5 shall not be constructed to and shall not apply to modify or negate any specific

remedy afforded Lessee under the express terms of this Agreement.

(c) Lessee confirms that it has selected the Equipment on the basis of its own
judgment, and expressly disclaims reliance upon any statements, representations, or

warranties made by Lessor, except as expressly stated in this Agreement.

6. TITLE TO AND LOCATION OF EQUIPMENT: Title to each item of Equipment
leased hereunder shall remain with CFSC at all times and the Lessee shall have no right,
title or interest therein except as expressly set forth in this Lease. Lessee, at its expense, will
protect and defend CFSC's title to the Equipment and will keep the Equipment free and
clear from any and all claims, liens, encumbrances and legal processes except for those
created by, through, or under CFSC. Lessor assumes no liability and makes no

representation as to the treatment by Lessee of this Lease, the Equipment or the Rental
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Payments for financial statement or tax purposes.

All jtems of Equipment shall at all times be and remain personal property. The Equipment
shall be delivered to the location specified in the Schedule with respect thereto.

CFSC and the Lessor shall be permitted to display notice of ownership of the Equipment
by affixing to each item of Equipment an identifying stencil or plate or any other indicia of

ownership and Lessee will not alter, deface, cover or remove such ownership identification.

7. USE OF EQUIPMENT, INSPECTION AND REPORTS: Lessee may possess and
use the equipment in accordance with this lease, provided that any such use is in conformity
with all applicable laws, any insurance policies, and any warranties of the manufacturer with
respect to the Equipment. Lessor shall have the right, upon reasonable prior notice to the
Lessee and during the Lessee’s regular business hours, to inspect the Equipment at the
premises of the Lessee or to the extent reasonable wherever the Equipment may be located.
Lessee shall promptly notify Lessor of all details arising out of any alleged encumbrances on
the Equipment or nay accident which may result in a claim against the Lessor allegedly
resulting from the use or operation thereof. The Lessee will make available (or will cause
to be made available) to the Lessor such information as the Lessor shall request from time
to time in order to enable the Lessor to fulfill its Federal, state, local and foreign tax return
obligations and shall furnish for inspection and copying such original records or copies of
available records necessary to satisfy tax audit requirements and to conduct effectively any

tax contest.

8. OPERATING RULES AND REGULATIONS: Lessee agrees to comply with all
local, state and Federal governmental laws, regulations and requirements relating to the
operation and/or use of the Equipment, including the Interchange Rules and all other rules
of the Association of American Railroads and the Federal Railroad Administration (or any
successor(s) thereto), and the Interstate Commerce Commission. In case any equipment or
appliance on any Equipment shall be required to be changed or replaced, or any additional
or other equipment or appliance is required to be installed on such Equipment in order to

comply with such laws, regulations, requirements and rules, Lessee agrees to make such
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changes, additions and replacements at its own expense and title thereto shall be
immediately vested in Lessor.

9. FURTHER ASSURANCES: Lessee shall execute and deliver to Lessor upon
Lessor’s request such instruments and assurances as Lessor in the reasonable exercise of its
discretion deems necessary for the confirmation or perfection of this'Lease and Lessor’s
rights hereunder. In furtherance thereof, Lessor may file or record this Lease or a financing
statement with respect thereto so as to give notice to any interested parties. The Lessor is
authorized to file a financing statement concerning the Equipment signed only by the Lessor
in accordance with the Uniform Commercial Code or one signed by Lessor as Lessee’s
attorney in fact. Any such filing or recording shall not be deemed evidence of any intent to
create a security interest under the Uniform Commercial Code. Lessor, at Lessee’s expense,
will cause this Lease to be filed in accordance with 49 U.S.C. Section 11303 (a) with the

Interstate Commerce Commission.

10. RISKS OF LOSS: All risk of loss, damage, theft or'destruction to each item of
Equipment shall be borne by the Lessee. No such loss, damage, theft or destruction of the
Equipment, in whole or in part, shall impair the obligations of Lessee under this Lease all
of which shall continue in full force and effect and Lessee, at Lessor’s option shall either (a)
place the affected Equipment in good repair, condition and working order or (b) pay the
Lessor the amount covering such affected Equipment set forth in Addendum "A" - Stipulated
Loss Values plus all other amounts then due and payable, less the net amount of the
recovery, if any, actually received by Lessor from insurance or otherwise for such loss,
damage, theft or destruction. After compliance with the foregoing to Lessor’s satisfaction
and provided Lessee is not in default under this Lease, Lessee shall be subrogated to
Lessor’s rights with respect to any insurance policies or claims for reimbursement by others

with respect to such loss, damage, theft or destruction.

11. INSURANCE:

a. General Liability and Property Damage Insurance. Lessee represents and

warrants that it will maintain in effect at its own expense (i) comprehensive general liability
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insurance, including death, bodily injury and property damage, in an amount not less than
$5.000.000 combined single limit coverage in the aggregate and (ii) such other property
damage, insurance (exclusive of manufacturer’s product liability insurance) with respect to
the Equipment as is of the type and in the amount as specified in each Schedule. All
insurance provided for in this Section shall be effected with insurance companies satisfactory
to Lessor and similar to those insurers who customarily provide public liability insurance to
Lessee’s industry.

b. Insurance Against Loss or Damage to Equipment. Lessee represents and

" warrants that it will provide all-risk insurance covering the Equipment including fire and
explosion, and lightning and electrical damage, provided that such insurance shall at all times
while the Equipment is subject to this Lease be in an amount which, when paid, will be not
less than the Stipulated Loss Value of the Equipment from time to time.

c. Lessor as Additional Insurance; Notice. Any policies of insurance carried

in accordance with this Section and any policies taken out in substitution or replacement for
any such policies shall name Lessor, as owner of the Equipment, as additional insured
thereunder, and, with respect to insurance carried in accordance with paragraph (b), said
policies shall be made payable to Lessor as loss payee. Lessee shall furnish certificates to -
Lessor as proof of such insurance and shall provide for at least thirty (30) days written notice

of cancellation to Lessor.

12. EXPENSES, FEES AND TAXES; In addition to the Rental Payments, Lessee
shall pay promptly when due, all costs, expenses fees, charges and taxes (including sales, use,
excise, personal property, ad valorem, documentary stamp and other taxes) incurred in
connection with the licensing, registration, use, rental, shipment, transportation, delivery, or
operation of the Equipment, and on or relating to this Lease and any Schedule. In case any
report or return is required to be filed with respect to any taxes, Lessee will, to the extent
legally permissible, file such report or return or notify Lessor in writing to the extent Lessor
must file such report or return in sufficient time for Lessor to make such filing of the
required report or return. To the extent reasonably requested by Lessor, Lessee will

promptly supply Lessor a copy of such reports or returns. Lessee shall promptly reimburse
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Lessor for any taxes charged to or assessed against Lessor, except for state or federal net
income taxes or franchise taxes other than franchise taxes on gross revenues.

If Lessee should fail to pay any of the costs, expenses, fees, charges and taxes for which
Lessee is liable hereunder, Lessor may, but shall not be required to, pay the same for the
account of Lessee. Lessee shall reimburse Lessor, upon demand, as additional rental
hereunder, for the full amount of any costs, expenses, taxes or other charges paid by Lessor

which constitute an obligation of Lessee hereunder.

13. LESSOR’S PERFORMANCE OF LESSEE’S OBLIGATIONS: If Lessee shall
fail to duly and promptly perform any of its obligations under this Lease with respect to the
Equipment, Lessor may (at its option) perform any act or make any payment which Lessor
deems necessary for the maintenance and preservation of the Equipment and Lessor’s
interest therein, including payments for satisfaction of liens, repairs, taxes, levies and
insurance and all sums so paid or incurred by Lessor, together with interest as provided
below, and any reasonable legal fees incurred by Lessor in connection therewith shall be
additional rent under this Lease and payable by Lessee to Lessor on demand. The
performance of any act or payment by Lessor as aforesaid shall not be deemed a waiver or

release of any obligation or default on the part of the Lessee.

14. LATE CHARGES: Should Lessee fail to duly pay any part of any Rental
Payment or other sum to be paid to Lessor under this Lease, then Lessee shall pay interest
on such delinquent payment from the due date until paid at a per annum rate of 2% plus
the Bank of America Prime Rate, said interest rate not to exceed the highest legal contract

rate of interest.

15. INDEMNIFICATION: Lessee assumes liability for, and hereby agrees to
indemnify, protect and keep harmless CFSC and Lessor, their agents, employees, officers,
directors, successors and assigns from and against any and all liabilities, obligations, losses,
damages, injuries, claims, demands, penalties, actions, costs and expenses, including
reasonable attorney's fees, of whatsoever kind and nature, arising out of the use, condition

(including, but not limited to, latent and other defects and whether or not discoverable by
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Lessee or Lessor), operation, ownership, selection, delivery, leasing or return of any item of
Equipment, regardless of where, how and by whom operated, or any failure on the part of
Lessee to perform or comply with any conditions of this Lease. The indemnities and
assumptions of liabilities and obligations herein provided for shall continue in full force and
effect notwithstanding the expiration or other termination of this Lease. Lessee is an
independent contractor and nothing contained in this Lease shall authorize Lessee or any
other person to operate any item of Equipment so as to incur or impose any liability or
obligation for or on behalf of Lessor.

16. NO OFFSET: This Lease is a net lease and all Rental Payments shall be paid
when due by Lessee irrespective of any set-off, counterclaim, recoupment, defense or other
right which Lessee may have against Lessor, the supplier of the Equipment, or any other

party.

17. ASSIGNMENT BY LESSEE: Without Lessor’s prior written consent and the
consent of CFSC, Lessee may not, by operation of law or otherwise, (a) assign, transfer,
pledge, hypothecate or otherwise dispose of this Lease or any interest therein or (b) sublet
or lend the Equipment or permit same to be used by anyone other than Lessee or Lessee’s
employees. Irrespective of any permitted sublease, Lessee agrees to remain primarily liable .

to Lessor under all terms and conditions of this Lease.

Upon the receipt by Lessee of written notice from CFSC that Lessor is in default under the
terms and conditions of the Caterpillar Lease, Lessee shall make all future payments due
under this Lease directly to CFSC.

18. ASSIGNMENT BY LESSOR; Lessee agrees (a) that Lessor may assign, sell or
encumber all or any other part of this Lease and the Rental Payments hereunder and (b)
in the event of any such assignment of Rental Payments hereunder and written notice
thereof to Lessee, to unconditionally pay directly to any such assignee all rentals and other
sums due or to become due under this Lease. THE RIGHTS OF ANY SUCH ASSIGNEE
SHALL NOT BE SUBJECT TO ANY DEFENSE, COUNTERCLAIM OR SET OFF
WHICH LESSEE MAY HAVE AGAINST THE LESSOR.
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19. MAINTENANCE, REPAIRS AND RETURN OF EQUIPMENT: Lessee shall,
at no expense to Lessor, maintain the Equipment in good repair and operating condition so
that the Equipment shall at all times comply with the applicable interchange standards set
for such Equipment by the Association of American Railroads ("AAR") and the Federal
Railroad Association ("FRA"), and be and remain in good operating order by industry
standards and fit for the purposes for which the Equipment was designed. In any event, the
Equipment shall at all times satisfy the tests described below.

(a) All damaged or broken parts will be repaired according to AAR and FRA
specifications;

(b) Lessee shall maintain and keep the units clean and in serviceable
condition at its own expense, using EMD-approved parts, supplies and lubricants or their
equivalent, and in accordance with all applicable industry procedures and standards. Lessee
agrees to keep Units in at least as good condition as any of Lessee’s own SD-40 locomotives.

(¢) The Equipment will conform to United States Department of
Transportation regulations or those of any other government agency having jurisdiction over
the use and operation of the Equipment; '

(d) Upon termination of this Lease, a joint inspection will be performed by
Lessor and Lessee. Lessee will return the Units, at its cost to any point on the rail system
of Lessee as mutually agreed to by Lessee or Lessor. Lessee agrees that each Unit will be
returned to Lessor in as good condition as when delivered hereunder, reasonable wear and
tear excepted, and clean and in good order and proper repair and free of defects as defined
by FRA and determined by said joint inspection. Lessee will make the units available for
inspection on or before the date of termination of the lease, and the joint inspection will
occur within ten (10) days after notice from Lessee to Lessor of the date and place of such
availability. Once the Units have been inspected and repaired to the satisfaction of both
parties, the Lessee will be absolved from any further repair costs, the Lease Term shall end
and rentals will cease to accrue. Failure of any kind resulting from abuse, neglect or

improper repairs during the term of the Agreement is the sole responsibility of the Lessee.

EQUIPMENT LEASE - STANDARD 10 1



Once the Units have been inspected and accepted by Lessor, Lessee will not be responsible
for any future liability relating to its maintenance hereunder. The lease of any Unit does
not expire until, within five (5) days after notice from lessee to Lessor of the date and place
of availability, such Unit is returned to, and accepted by, the Lessor in good order and
condition, as defined above, and all rentals hereunder shall continue to accrue until such

time.

(e) Lessee will permit Lessor to store any of the Units on Lessee’s tracks for
a period of not longer than ninety (90) days following termination of the Agreement with
respect to the Units affected. Storage on Lessee’s lines will be free of charge to Lessor and
at Lessee’s risk. All costs associated with preparing the Units for storage following
termination of this Lease will be borne by the Lessor. While in storage, Lessee shall permit
representatives of Lessor and any entity having authority from Lessor to enter upon Lessee’s
property, at their sole risk, and inspect the Units. Lessor will indemnify, hold harmless and
defend Lessee from any and all Claims which arise as a result or consequence of Lessor’s
right of access to Lessee’s property, including any Claims which are the result of Lessee’s

negligence.

(f) During the term of this Agreement, representatives of Lessor and any
entity having authority from Lessor may on reasonable advance notice to Lessee and at their
sole risk and expense, inspect any of the Units and records maintained by Lessee relating
to the Units for the purpose of determining the condition of and maintenance of the Units
and Lessee’s compliance with this Agreement. Lessor will indemnify, hold harmless and
defend Lessee from any and all Claims which arise as a result or consequence of Lessor’s
right of access to Lessee’ property, including any Claims which are the result of Lessee’s

negligence.

20. EVENTS OF DEFAULT: Lessee shall be in default under this Lease upon the

happening of any of the following events or conditions ("Events of Default"):

(a) Default by Lessee in payment of any installment of rent or any other indebtedness or

obligation now or hereafter owed by Lessee to Lessor under this Lease or otherwise and the
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continuance of such default for ten (10) consecutive days; or (b) default in the performance
of any other obligation, covenant or liability contained in this Lease or any other agreement
or document with Lessor, and the continuance of such default for ten (10) consecutive days
after written notice thereof by Lessor to Lessee; or (c) any material warranty, representation
or statement made-or furnished to Lessor by or on behalf of Lessee proves to have been
false in any material respect when made or furnished; or (d) loss, theft, damage, destruction,
or the attempted sale or encumbrance by Lessee of any of the Equipment, or the making
of any levy, seizure or attachment thereof or thereon; or (e) dissolution, termination of
existence, discontinuance of its business, insolvency, business failure, or appointment of a
receiver of any part of the property of, or assignment for the benefit of creditors by Lessee
or the commencement of any proceedings under any voluntary bankruptcy, reorganization
or arrangement laws by or against Lessee; or (f) the institution of any involuntary bankruptcy
proceedings against Lessee or the appointment of a receiver without Lessee’ consent, and
such proceedings or appointment continues and is ongoing for a period of sixty (60) days;
or (g) Lessee shall default in the performance of any covenant contained in Section 34 (a)

hereof.

21. REMEDIES OF LESSOR: Upon the occurrence of any Event of Default and
at any time thereafter (sub}ect to any applicable grace provisions), Lessor may without any
further notice exercise one or more of the following remedies as Lessor in its sole discretion
shall elect: (a) declare all unpaid rentals due under this Lease, together with per diem rent
from the date of the last regular rental instaliment to the date of such declaration, to be
immediately due and payable; (b) terminate this Lease as to any or all items of Equipment;
(c) take possession of the Equipment wherever found without any liability or suit, action or
other proceeding by the Lessee and remove the same; (d) cause Lessee at its expense to
promptly return the Equipment to Lessor and in the condition set forth in Section 22; (e)
use, hold, lease or otherwise dispose of the Equipment or any item thereof without affecting
the obligations of Lessee as provided in this Lease; (f) lease the Equipment at such time or
times and upon such terms as Lessor may determine, free and clear of any rights of Lessee
and, if notice thereof is required by law, any notice in writing of any such lease by Lessor
to Lessee not less than ten (10) days prior to the date thereof shall constitute reasonable

notice thereof to Lessee; (g) proceed by appropriate action either by law or in equity to
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enforce performance by Lessee of the applicable covenants of this Lease or to recover
damages for the breach thereof; (h) exercise any and all rights accruing to a Lessor under
any applicable law upon a default by a Lessee. After default at the request of Lessor and
to the extent requested by Lessor, Lessee shall comply with the provisions of Section 22 of
this Lease. Lessor may, but shall not be required to, lease, otherwise dispose of or keep
idle all or part of the Equipment; and Lessor may use Lessee’s premises for any or all of the
foregoing without liability for rent, costs, damages or otherwise. The proceeds of lease, or
other disposition, if any, shall be applied (1) to all Lessor’s costs, charges and expenses
incurred in enforcing this Lease and in taking, removing, holding, repairing and leasing or
otherwise disposing of Equipment; then, (2) to the extent not previously paid by Lessee, to
pay Lessor all other sums, including any unpaid rent and any indemnification then remaining
unpaid thereon; then (3) to reimburse to Lessee any amounts previously paid directly by
Lessee to Lessor as liquidated damages; (4) any surplus shall be retained by Lessor; Lessee
shall pay any deficiency in (1) and (2) forthwith. In no event shall Lessor be obligated to
lease or otherwise dispose of any item of repossessed Equipment. None of the remedies
under this Lease are intended to be exclusive, but each shall be cumulative and in addition
to any other remedy referred to herein or otherwise available to Lessor in law or in equity.
Any repossession or subsequent lease by Lessor of any item if Equipment shall not bar an
action for a deficiency as herein provided, and :the bringing of an action or the entry of
judgment against the Lessee shall not bar the Lessor’s right to repossess any or all items of
Equipment.

22. SEVERABILITY: Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of
such prohibition and unenforceable without invalidating the remaining provisions hereof.
To the extent permitted by applicable law, Lessee hereby waives any provision of law which

prohibits or renders unenforceable any provisions hereof in any respect.
23. NOTICES: Any notice or other communication given under this Lease shall be

sent to the following addresses or to such other address as either of the parties hereto may

designate in writing to the other from time to time:
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LESSOR: LESSEE:

Morrison Knudsen Corporation
Rail Systems Group

P.O. Box 73

Boise, ID 83729

Attn: Vice President Finance

Any such notice or other communication shall, if not actually delivered prior thereto, be
deemed to have been delivered three (3) business days after the date when it shall have
been mailed by registered or certified mail, all charges prepaid.

24. AMENDMENTS AND WAIVERS: This instrument and the Schedules
executed by Lessor and Lessee constitute the entire agreement between Lessor and Lessee
with respect to the Equipment and the subject matter of this Lease: No term or provision
of this Lease may be changed, waived, amended or terminated except by a written
agreement signed by both Lessor and Lessee, except that Lessor may insert the serial
number of any item of Equipment on the appropriate Schedule after delivery thereof. No _
express or implied waiver by Lessor of any Event of Default hereunder shall in any way be,
or be construed to be, a waiver of any future or subsequent Event of Default whether similar
in kind or otherwise.

25. CONSTRUCTION: This Lease shall in all respects be governed by and
construed in accordance with the laws of the State of Idaho. The titles of the sections of this
Lease are for convenience only and shall not define or limit any of the terms or provisions

hereof. Time is of the essence of this Lease in each of its provisions.
26. PARTIES: The provisions of this Lease shall be binding upon, and inure to

the benefit of, the assigns, representatives and successors of the Lessor and Lessee. If there

is more than on Lessee named in this Lease, the liability of each shall be joint and several.
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27. LESSEE'S QUIET ENJOYMENT: So long as Lessee shall pay and perform
all of its obligations and covenants hereunder, Lessor shall not disturb its quiet enjoyment
and use of the Equipment for its intended purposes. By acceptance of any assignment of
this Lease, any assignee hereof agrees, with and for the benefit of Lessee, that as long as
Lessee shall perform all of its obligations and covenants hereunder, Lessee’s quiet enjoyment
and use of the Equipment for its intended purposes shall not be disturbed by such assignee
or any party lawfully claiming by, through or under such assignee.

28. TAX INDEMNITY: CFSC as the owner of the Equipment, shall be entitled
to such deductions, credits and other benefits as are provided by the Internal Revenue Code
of 1986, as amended to the date hereof (hereafter called the Code), to an owner of
property, including, without limitation, depreciation deductions with respect to the
Equipment, in accordance with Section 168(a) of the Code, based upon the applicable
depreciation method and recovery period specified in Sections 168 (b) and (c) of the Code
(as indicated below) and, for state income tax purposes, all analogous dedications, with
respect to the Equipment.

Lessee agrees that neither it nor any corporation controlled by it, in control of it, or under
common control with it, directly or indirectly, will at any time take any action or file any
return or other documents inconsistent with the foregoing and that each of such corporations
will file such returns, take such action and execute such documents as may be reasonable
and necessary to facilitate accomplishment of the intent hereof.

The Lessee acknowledges that the lease payment rate provided herein has been calculated
on the basis of depreciation deductions using an estimated useful life for this Equipment of
seven (7) years, ADR Code 40.1, and using a mid-year convention in accordance with
Section 168(c) of the Code.

29. REPRESENTATIONS AND WARRANTIES OF LESSEE: Lessee hereby
represents, warrants and covenants that, with respect to this Lease and any related
documents: (a) the execution, delivery and performance thereof by Lessee have been duly

authorized by all necessary corporation action; (b) the individual executing such documents
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is duly authorized to do so; (¢} the Lease and any related documents constitute legal, valid
and binding agreements of Lessee enforceable in accordance with their respective terms; (d)
Lessee need not obtain the consent or approval of any party in order to enter into this
Lease or to perform Lessee’s obligations hereunder; (e) Lessee is in good standing in the
state of its incorporation and is qualified to do business in each state where it is necessary
to be so qualified; (f) any and all financial statements or other information with respect to
the Lessee supplied to Lessor in connection with this Lease and the transactions
contemplated hereby are true and complete.

30. SPECIAL COVENANTS: (a) Lessee will not (i) enter into any transaction of
merger or consolidation or any commitment with respect thereto; (ii) liquidate or dissolve;
(iii) sell, transfer, or otherwise dispose of all or any material portion of its assets; (iv) permit
any substantial change in the ownership or control of its capital stock; or (v) change the
form of organization of its business.

(b) Lessee will furnish to Lessor (i) as soon as available, but in any event not later
than 120 days after the end of each fiscal year of Lessee, a consolidated balance sheet of
Lessee as at the end of such fiscal year, and consolidated statements of income and changes
in financial position of Lessee for such fiscal year, all in reasonable detail, prepared in
accordance with generally accepted accounting principles applied on a basis consistently
maintained throughout the period involved and audited by certified public accountants
acceptable to Lessor; (ii) as soon as available, but in any event not later than 90 days after
the end of each of the first three quarterly periods of each fiscal year of Lessee, a
consolidated balance sheet of Lessee as at the end of such quarterly period and a
consolidated statement of income of Lessee for such quarterly period and for the portion
of the fiscal year then ended, all in reasonable detail, prepared in accordance with generally
accepted accounting principles applied on a basis consistently maintained throughout the
period involved and certified by the chief financial officer of Lessee; and (iii) promptly, such
additional financial and other information as Lessor may from time to time reasonably

request.

LESSEE HEREBY ACKNOWLEDGES RECEIPT OF AN EXECUTED AND TRUE
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COPY OF THIS LEASE AND THAT IT IS NON-CANCELABLE FOR THE ORIGINAL
RENTAL TERM EXCEPT AS PROVIDED FOR IN SECTION 31 - "EARLY
TERMINATION" AS CONTAINED HEREIN.

IN WITNESS WHEREQOF, the Lessor and Lessee have each caused this Lease to be duly

executed.

LESSOR: LESSEE:
" Morrison Knudsen Corporation

By: By:

Title: _ Title:

Date: Date:
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In consideration of the sum of Six Million Dollars the receipt of which
is hereby acknowledged, MK Rail Corporation ("Seller") sells to
- Caterpillar Financial Services Corporation ("Buyer™), the property listed

Exhibit B

Bill of Ssale

in Schedule 1 attached hereto (the "Property").

Seller covenants and warrants as of the date hereof that:

(1)

(2)

(3)

(4)

‘seller shall, subject to such exceptions as are provided for in the

March 30, 1994petween Seller and
its successors and assigns,

Lease and Rider thereto both dated

Buyer, defend and indemnify the Buyer,
against any person claiming an interest in the property.
Sale is binding on the successors and assigns of Seller and inures to the

It is the owner of, and has absolute title to, the Property free
and clear of all claims,

It has not made any prior sale, assignment, or transfer of the

Property.

It has the present right, power and authority to sell the

Property to buyer.

All action has been taken which is required to make this Bill of

liens and encumbrances.

sale a legal, valid and binding obligation of seller.

benefit of the successors and assigns of Buyer.

MK Rail Co

By:

Date:

ration

March 30, 1994

This Bill of



MK LOCOMOTIVE
NUMBER

501
502
503

Schedule 1 To Exhibit B

MK Rail Corporation
Locomotive Listing

MODEL FRAME SERIAL
NUMBER NUMBER
MK5000C 3092-01
MK5000C 3092-02
MK5000C 3092-03

SERIAL
NUMBER

3092-01
3092-02
3092-03
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Exhibit C

To: Caterpillar Financial Services Corporation
("Lessor™)

I, a duly authorized representative of MK Rail Corporation ("Lessee") do
hereby certify that I have inspected, received, approved and accepted
delivery, on behalf of the Lessee and under the Equipment Lease dated as of

March 30, 1994 between the Lessor and the Lessee, of the following Items
of Equipment ("Equipment")

Type of Equipment: MK5000C

Manufacturer: MK Rail Corporation
Place Accepted: MK Rail Corporation Boise, ID

Date Accepted: March 31, 1994

Number of Items: Oone of Three
Serial Number: 3092-01

Frame Serial Number: 3092-01

Locomotive Number: 501

I do further certify that the foregoing Equipment appears to be in good order
and condition and to conform to the specifications applicable thereto.

The execution of this Certificate will in no way relieve or decrease the
responsibility of the manufacturer of the Equipment for warranties it has made

with respect to the Equipment.
MK Rail Corperation
ay=M

Title: Executive Vice President
March 31, 1994

Date:
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Exhibit C

To: Caterpillar Financial Services Corporation
("Lessor")

I, a duly authorized representative of MK Rail Corporation ("Lessee") do
hereby certify that I have inspected, received, approved and accepted
delivery, on behalf of the Lessee and under the Equipment Lease dated as of

March 30, 1994 between the Lessor and the Lessee, of the following Items
of Equipment ("Equipment")

Type of Equipment: MK5000¢C

Manufacturer: MK Rail Corporatien
Place Accepted: MK Rail Corporation Boise, ID

Date Accepted: March 31, 1994

Number of Items: Two of Three

Serial Number: 3092-02

Frame Serial Number: 3092-02

Locomotive Number: 502

I do further certify that the foregoing Equipment appears to be in good order
and condition and to conform to the specifications applicable thereto.

The execution of this Certificate will in no way relieve or decrease the
responsibility of the manufacturer of the Equipment for warranties it has made

with respect to the Equipment.
MK Rail Corperation
By: \M

A

Title: Executive Vice President
March 31, 1994

Date:
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Exhibit C

To: Caterpillar Financial Services Corporation
("Lessor")

I, a duly authorized representative of MK Rail Corporation {"Lessee") do
hereby certify that I have inspected, received, approved and accepted
delivery, on behalf of the Lessee and under the Equipment Lease dated as of

March 30, 1994 between the Lessor and the Lessee, of the following Items
of Equipment ("Equipment")

Type of Equipment: MK5000C

Manufacturer: MK Rail Corporation
Place Accepted: MK Rail Corporatjion_ Boige, ID

Date Accepted: March 31, 1994

Number of Items: Three of Three

Serial Number: 3092-02

Frame Serial Number: 3092-02

Locomotive Number: 503

I do further certify that the foregoing Equipment appears to be in good order
and condition and to conform to the specifications applicable thereto.

The execution of this Certificate will in no way relieve or decrease the

responsibility of the manufacturer of the Equipment for warranties it has made
with respect to the Equipment.

MK Rail\?ration
v\ trsilep

Title: Executive Vice President

Date:__ March 31, 1994
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MK RAIL CORPORATION

Morrison Knudsen Plaza
720 Park Boulevard
Boise, daho 83729
Phone (208) 386-5000
Pax (208) 386-5967

EXHIBIT D

Caterpillar Financial Services Corporation
3322 West End Avenue

Suite 610

Nashville, Tennessee 37203-0990

Re: Railroad Lease Agreement between Caterpillar Financial Services Corporation
and MK Rail Corporation - 3 MK5000C Locomotives (the "Lease")

Ladies and Gentlemen:

I, John E. Schone, Associate General Counsel of MK Rail Corporation, a Delaware
corporation ("Lessee"), do hereby certify the following:

1. The Lessee is a corporation legally incorporated, validly existing and in good
standing under the Iaws of the State of Delaware.

2. The Lessee has the power to make, deliver and perform under this Lease and all
instruments and documents contemplated by this Lease.

3. The Lessee has taken all necessary and appropriate action to authorize the
execution, delivery and performance of the Lease and all instruments and
documents contemplated by this Lease.

4. John Herbots is authorized to execute and deliver this Lease and all instruments
and documents contemplated by this Lease and is authorized to do so on behalf of
the Lessee.

5. This Lease constitutes a valid obligation of the Lessee, legally binding upon it and
enforceable in accordance with its terms.

6. The execution, delivery and performance of this Lease and all instruments and
documents contemplated by this Lease do not and will not require any consent or
approval which has not been obtained.
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7. The execution and delivery by the Lessee of this Lease and all instruments and
documents contemplated by this Lease does not and will not violate any provision
of any law, any order of any court of governmental agency, the Charter or By-laws
of the Lessee, or any indenture, agreement or other instrument to which the
Lessee is a party or by which it, or any of its property is bound, and will not be in
conflict with, result in the breach of, or constitute (with due notice and/or lapse of
time) a default under any such indenture, agreement or other instrument, or result
in the creation or imposition of any lien, charge or encumbrance of any nature
whatsoever upon any of the property or assets of the Lessee.

IN WITNESS WHEREOF, I have hereunto affixed my hand and seal of this Corporation
in the City of Boise, County of Ada, State of Idaho, this day of March, 1994.

Q. Sen

Johgé.’ Schone

(corporate seal)
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MORRISON KNUDSEN CORPORATION
CERTIFIED COPY OF RESOLUTION

"RESOLVED, that the Company hereby authorizes the execution and delivery of
parent company guarantees, on such forms and pursuant to such terms as the Company may
agree, guaranteeing the prompt repayment of financial accommodations extended by banks
to the Company’s subsidiary corporations, up to $50 million for any one guarantee.

"RESOLVED FURTHER, that the officers who are authorized to execute and deliver
such guarantees on behalf of the Company and the limit of such guarantees are as follows:

1. Up to $50 million:

the Chairman and Chief Executive Officer, or
the President and Chief Operating Officer,

when acting jointly with either

the Senior Vice President and Chief Financial Officer, or
the Treasurer,

2. Up to $2 million:
any combination of two of the officers identified above."

:‘fff!ﬁ-.. l,’lﬂr\.fp

STATE OF IDAHO La=c VC

St Nt s
-

COUNTY OF ADA

I, David A. Channer, do hereby certify that I am the Assistant Secretary of Morrison Knudsen
Corporation, a corporation organized and existing under and by virtue of the laws of the State of Delaware.
I do further certify that the foregoing is a true, full and correct copy of a resolution duly adopted by writien
conseat of the Executive Committee of the Board of Directors of said corporation at its offices in Boise, 1daho,
1s of September 15, 1993,

I do further certify that said resolution has been spread on the minutes of the Board of Directors of
said corporation, has not been altered, amended, or repealed, and is now in full force and effect.

IN WITN'BSS WHEREOF, 1 have hereunto subscribed my name and affixed the corporate scal of said
corporation thlsZQ y of March, 1994,

Assistant Secreqry

Subscribed and sworn to dbefore me, thlsz May of March, 1994

=ye

ssmb\mke\guarantl.res



Exhibit g -to Schedule No. Rg reaset©
Master Tax Lease
Dated March 30, 1994 \ .
Between Caterpillar Financial Services Corporation
And MK RAIL CORPORATION

L)

CASUALTY VALUE

Description : LOCOMOTIVE MODEL: MK5000C
SERIAL NUMBER: 3092-~01
SERIAL NUMBER: 3092-02
: 3092-03

The Casualty Value of each Unit shall be an amount equal to the
percentage of the total aggregate rents due under the lease set
forth opposite the number of the rent payment due on the next rent
payment date following the Casualty Occurrence. If the Casualty
Occurrence takes place after the last rent payment date, the
Casualty Value shall be an amount equal to the percentage of the

total aggregate rent set forth opposite such last rental payment
number.
% of % of
No. of Payment Total No. of Payment Total
Rental Due Aggregate Rental Due Aggregate
Payment Date Rentals (*) Payment Date Rentals (%)
1 67.275856 121 49.279958
2 67.261396 122 49.038924
3 67.244976 123 48.798460
4 67.228624 124 . 48.556553
5 67.207544 125 ‘ 48.313173
6 67.184457 126 48.069727
7 67.161393 127 47.824816
8 67.133554 128 47.578413
9 67.103663 129 47.331923
10 67.073748 130 47.083948
11 - 67.039010 131 46.834459
12 67.002173 132 46.584862
13 66.965265 133 46.333760
14 66.920259 134 46.081204
15 66.871403 135 45.829141
16 66.822394 136 45.575555
17 66.767339 -437 45.320508
18 66.709274 138 45.065316
19 66.650994 139 44.808580
20 66.586605 140 44.550361
21 66.519142 141 44.291976
22 66.451401 142 44.032026
23 66.377487 143 43.770570
24 66.300434 144 43.508926
25 66.223039 145 43.245695
26 66.138341 146 42.981062
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. % of % of
+ No. of Total No. of Total
Rental Payment Aggregate Rental Payment Aggregate
Payment Date Rentals (*) Payment Date Rentals (*)
27 66.050384 147 42.716841
T 28 65,962012 148 42.451015
29 65.868883 149 42.183739
30 65.773691 150 41.916235
31 . . 65.678034 151 41.647105
32 65.577571 152 41.376501
.. 33 65.474994 153 41.105648
34 65.371903 154 40.833146
35 65.263955 155 40.559147
36 65.153844 156 40.284876
37 65.043167 157 40.008932
38 64.926787 158 39.731641
39 64.808330 159 39.454676
40 64..689252 160 39.176020
41 64.566344 161 38.895926
42 64.442031 162 38.615518
43 64.317058 163 38.333396
44 64.188214 164 38.049812
45 64.057926 165 37.765891
46 63.926936 166 37.480232
47 63.792035 167 37.193087
48 63.655648 168 36.905580
49 63.518519 169 36.616312
50 63.376842 170 36.325753
51 63.233915 171 36.035430
52 63.090202 172 35.743327
53 62.943322 173 35.449798
. 54 62.795491 174 . 35.155864
55 62.646840 175 . 34.860125
56 62.494989 176 34.562936
57 62.342154 177 34.265317
58 62.188464 178 33.965868
59 62.031541 179 33.664943
60 61.873598 180 33.363563
61 61.714767 i81 33.060328
62 61.551777 182 32.755863
63 61.387664 183 32.451540
64 61.222623 184 32.145342
65 61.054436 185 31.837730
66 . . 60.885153 186 31.529620
67 60.714907 187 31.219608
.68 60.541479 188 30.908158
". 69 60.366921 189 30.596182
70 60.191363 190 . 30.282279
71 60.012588 191 29.966911
72 59.832645 192 29.650990
73 59.651667 193 29.333117
74 59.466623 194 29.014075

75 59.280309 195 28.695077
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L % of % of
». No. of - Total No. of Total
Rental Payment Aggregate Rental Payment Aggregate
"Payment Date Rentals (*) Payment Date Rentals (*)
76 59.092917 196 28.374105
77 58.902399 197 28.051734
78 58.710635 198 27.728764
79 58.517756 199 27.403792
80 58.321714 200 27.077394
81 58.124388 201 26.750370
82 57.925910 202 26.421317
83 57.724231 203 26.090810
84 57.521230 204 25.759649
85 57.317038 205 25.426432
86 57.110193 206 25.092111
87 56.903211 207 24.757732
88 56.695011 208 24.421276
89 56.485038 209 24.083434
90 56.274968 210 23.744888
91 - 56.063659 211 23.404237
92 55.850556 212 23.062172
93 55.637335 213 22.719374
-94 . 55.422853 214 22.374442
© 95 55.206556 215 22.028067
. 96 54.990119 216 21.680931
- 97 54.772400 217 21.331632
98 54.552960 218 20.981298
929 54.334124 21 20.630797
100 54.113989 220 20.278110
101 53.892361 221 19.924052
102 53.670814 222 19.569181
103 53.447951 223 ' 19.212095
104 53.223575 224 18.853608
105 52.999262 225 18.494278
106 52.773613 226 18.132702
107 52.546434 227 17.769695
108 52.319297 228 17.405815
*109 52.090806 229 17.039659
110 51.860765 230 16.672540
111 51.631368 231 16.305141
112 51.400602 232 15.935442
113 . 51.168354 233 15.564387
114 ) 50.936114 234 15.192405
‘115 50.702485 235 14.818092
116 50.467355 236 14.442393
117 50.232213 237 14.065735
118 49.995663 238 13.686713
119 49,757592 239 13.306274

120 49,519489 END OF LEASE 12.924844
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CONTINUING GUARANTY OF PAYMENT

THIS QUARANTY (*Quarenty®) It made and enared lmo as of the 30t geyor  March 192" by Mortison Kaudesa Gomporntion,
720 Park Boulevard, Rolse, ldaha 83729 (harsinafter, reforted 0 sx *Cuarantor”), in favor of Caterplilar Financial Secvices Cocporation, 3322 Weet Baa
Aveus, Nathvills, Teanessss 37203-0983 (hecsinsfier rafarred to as *Cutecpillsr Financisl™), guarameelng the Indebradnoss (es hersinafer defined) of MK Rall
Corporstion (hereinaftar referred w0 a2 “Obligor”).

WUTNESSETH:

FOR YALUB RRCRIVED, and/oc a1 n induoemeni to Catecpillar Flnanclal o aow of heteafier sater inio, purshiss or otherwlss soquirs any agresments,
acoounts and/or othec obliguticns evidencing and/or seauring Obligor's Indebtedness and in considecation of end for eredk and findaclel socommadations mow oc
heraafitet sxionded 10 or for e acecuns of tha Obligor (which inaludes Caterplilar Financlal's consant 1o an asaignmaent aad/ur azmsmption of the Indebiednsar),
which is In the Dest lnkarsst of Guarasaor and which would not have besn extended but for thls GJuarnty, the Guarsntor agrees aa Gsflawae:

SECTION 1, Ghaprasty ¢ Obliznt’s Judebledasgy, Quaranics haroby absolutaly, irtevocably and unconditlonally agrees 0, and by thess presaats does hateby:
(Q gustasitos he proapt and puncral payment, pecformance and satisfavlion of o) presant and futuire indahtedness a0d obligations of Obliger to Caterplline
Finanglal which Obliger aow owes Caterpitier Flnancial or which Qbligar ehall et any fime ar from tima to time hereaftar owa Cawsrpillar Finanola] whea the
came dhall become dus In copnection wiih o wrirlng out of lose certaia Refiroad Bquipment Leavs Agrsensats hy and hetween Obliges and Carecplilac Floanoial
oovering two (2) Model MI12000 and thpee (3) Model MKSOOOC Ipcomotives datad an or shout Macch 30, 1994, including sny and all wdating and future
addtional schedules, amandments and/cr relatad agresments thureio (collsctivaly, Qe “Conirect”), whather dizect or semtingenl, due ar to becoms dus, jolm or
saveral, peinary ot seeondary, liquidated or Ualiquidaied, secured of uaeesuted, ariginal or repawed or ©Xaaded, or by open sscount or otharwise, and whether
topreseniing senials, princlpal, lnterest and/or late charges or othar charges of an original belance, ag accelesated balanse, a balrace reduced by part paymant or &
dafioloncy sfter aals of collatare]l or olherwiss and () uadertake and guararmas to pay oa demand and tndacnify Caterpiiler Financlal againe alt iabilities, lowses,
o084, reasonable attorney’s fess, and reesonable sxpensss which sy be sffered by Caterplllsr Finencial by raasan of Obligor's defaull or defiutle of the
Guaraator (wids all of Obligor's lndebiedases and/or cbligations a1 mitad above (icluding et cons, foes and expenses) being hereinafiee individually snd
collectively reforred W under this Guaranty as Obliger's *Indebtedness®, which Indcbiedasss shall be sonciusively presumed to havs beon created i rvllance tpaa
mis Cuasansy).

SECTION 2, Ioige, Sevarsl and Solidery Listility, Ousrantor furhes agrose tha bs obligetions and Lisbilities for the prompt end punctusl paymant,
pocformancs and adafection of Obllger's Iadebiadtest are Independent of eny agresment or ransaction with any third partles and shall be on & “joinz and
seversl’ and “solidesy” basis along with Obllgor to the same degree snd extent as If Ouaranior bad hean and/or will bé & so-dorrowar, co-princlpul obliger and/ar
oo-makas of Obligor's Indebtedoesy. In the svant that thers ls mocw than one gusanior under this Guarenty, or In e avant thet tiors ara other guarantors,
eadorrert, suteties or sy other patty who miy et eny tims beoome tsble for all ar ey postlon of Obligoc's Indebtedness (sach, an “Other Obligor™), the
providons hereof aball be read with all grammatical changos thucsby readered pecessary 8ad eich referencs 1o the Guarenior shell includa each apd evazy one of
those parties llable for al or any portion of Obligor’s indebisdness and sach Gusrantor's ohligetions and llabliitles hersunder shall be on & “jolmt end sevarsl™ and
Yeohdary® badls along with such Othar Obligor,

SECTION 3, Durazion: Cancelladon of Guarasty, This Guaseney and Guatasior's obligitions and Eabilities heceunder shall ramsin in full forae and affect
until such tma as Obligor’s Indebiednass shell be fully and fnally peid, pecforgied and/or satlsfied, uotil such tima se this Guaranty may ba cancelled by
Catarplilar Finsnola] under & writlen cancelladon lasrumant In favor of Guarantoe (subject t0 the sutomaiic reinstatement providlons sst focth hereinbelow} or
otharwise as vated bereln,

SECTION 4. Dafauit hy OWgor, [mmedistaly upon Obligoc's defank undas any of jta Indeblednuss [a fevor of Catseplilar Finenoial, Catscpillar Ploancial muy
make deqund vpon Quarentor and within five (5) buslasss days of recelpe of much notics, Guarenior unconditionally and absolusaly agreus to thea pay
imenedimaly de fall thea unpald amount of sli of Obligot’s Indetisdacss (whether at &tated metucity, by required prepsywwect, dsclaration, aceclarstion or
otharwies) and/ep pacfatm day cavensal or agreeman Seceundec gustanteed.

SECYION S, Additionsl Covimanis, Quarsntar furtber sgrees et Caterpillar Floancial may, &t its scls option, at any time, and from dms 10 time, without the
consant of or notice (o Quarantos, oc to any other party, and without incurriag any responsibility to Ouaranior or io any other party, snd without sffeciing,
impalsing or relassing the obligations of Quarsntor under this Guarsnty: (a) discharge or relesss any party (including, bus not limlted to, Obliger, vecondary
obligars of Obligor’s indeblednese or any co-guarentos Under this Guarenty) who is or may be fisble to Caterpillar Finsncial for Qbliyoc's Intisbindnees; () eall
& public or privats sels, axshange, releass, impalr, aureader, submtilule, redlize upon or otherwise deal with, In afry manner and in any order snd upon such
toerna and conditions a8 Catweplllsr FPinancial doama bast st its reascrable discredon, any leased aquipmant andfor any collatesal naw or hareaftar dicacily oe
indirestly sestiting regaymsat of Obligor's Indebiadness (sll such leased aquigment snd/or all such ecllsteral shall hareloafter be refarred to as the "Bquipment”),
Inaluding without Umitalion, the purchase of all or any part of such enilajera] for Catecplilar Pinancial's own asoount; (¢) chaoge the manner, place or weme of
paytear and/oc avallable oredt (including without Kmiatoa incresss o dectenss ln (e amount of such payments, avallable acedit or any interegt rete
sdjustacls), of changs oc sxtend tha times of payment of or renew, as vften and for euch poriods as Caterpiller Plnancle] may dstermine, or aliar Obligor's
Indebtedness or grans aay other indulgeucs 1o Obligar and/or aay secondary cbligors of Obligas’s Indebladness of any ca-guaranior undes thiv Gueranty; (6) sstile
of compromiss Obligor's kndebiednass with Ohfigor and/oe any third party ar refse any offer of pezformancs with respect 10, of qubitatons fos, the
Indebtadness; (¢) subordinate and/or agres to subordinate the paymant of all of any part of Obligoc’s Indebtedneas or Caterpillar Finanals!’s sighla in and/or to
sry Bquipmant to the paymast and/or rights of any other pressnt and/or future cradiiors of Obligor; (0 apply all monies receivad from Obligor or others or from
eny Equipmen w0 any pert of the Indebtedness as Catarpiller Fintnoiel »o chooses jn ke sole discretion which shall inchide without lImiiadon the application of
Ay paymaenls made by Obligor of othess and/ve prooasds darived from cross-securnd collsteral 1o other loans et Obligor avy than owe to Caterplllar Pinencisl,
whbom segard e whether Obligop’s Indebtedasiv rscmalng unpaid, ungerformed or unestisfiod; (g) take or sctept aay other weourity or guersnry for any or all of
Qbligor's Indabiadnass; and/ar () enter inio, deliver, madity, amend or walve compliance wlth, any instrument, sgreoment or arrangaien evidencing, secuting
ar otharwise affecting, all ot any pasnt of Obliger's Indebmdnass,

In additlon, no courss of dasling or courss of parfarounce batween Catecpillar Finaoclal and Obligor (of ey Other Obligos), aor sny fallure of delay on tho pan
of Caterpillar Flasacial to sxsreive ary of Caterpifiar Finagelal's rights snd remediss, or any oter agrecment or agresment by and betwesn Catarplilar Flnencial
and Obligor (or any Ochar Obligor) shall have the effect of astopplag, Impalring or releasing Quanntor's ohilgations and labilities to Caterplllar Finasale] or of
weiving axy of Cacerpiilar Finanslal’s rigits and remadien. Any pastial atercise of any tights and remedies granied w Cetarpliler Findnclsl shall furtisrmore not
cagetitoie & walver of say of Caterplitar Financial's other tights and remedlas, it being Quarentor’s intent and agresment tt Cawexplllar Floancial’s rights and
resnediss shall bs cumulstive in nature, Ouatamior further agreas that, should Obligur defauk under ks Indateadnel, aay wWaiver ut forbasrance oa the part of
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Cd-puhrw to pursue the rights und remediss available to Catecpillsr Plnaoclal heceunder shall Bo binding upon Caterpilar Pinancial only bo the axtanc
that Catorpliiar Ploancisl specifically agtess o mxch waivar or forbsarsnce It Writing. A walvar or focbesrence on the past of Catarpiilac Fizanclsl a4 ¢ ate
svert of defuult shall not constilte & walver or fordsarinca as to sy other default.

SECTION €, _No Release of Guactasior, Quarenior's obligations and Lisbifliles under this Quaranry ahall not be releasad, impaited, reduced or otheswise
affaced by, and shall cominus In Rl forca and offact, nutwithsanding e ocourrence of any evant, lnsludiag witiout limbulcn ary one or more of the following
eveats: (4) death, insolvency. baokeuptoy, acrungement, adjummaent, somposition, liquidazion, disability, dissoludan or lack of authority (whether cotporate,
partnership or tnwQ of Qbligor (of any persos scting oo Obligor's bahal®) or any Other Obligos or any other defense based om or arising out of the lack of
valldipy of unenforcssbllity of the Indebtedness ar sny agresmsanl or instrument relating thereco or any provisions theceof and/or Obligoc’s absense or cessation of
Rabillty thareundes for suy resson, Including without Bmitation, Cataeplilar Fluanalsl’s failiire to presacve say right or ramedy agsinat Obligor; () sy shange ia
Obligor's finanelal condidon; () partisl psyment or paymeats of any amouct dus 4nd/or vutstanding upder Obligor’s Indebtedases; (d) any changs in Obligoc'a
managersagt, ownenliip, {denrky or businews or organlzational siruciure; (o) any paymens By Qbligor or any other party to Caterpillar Financial that Lo hald o
constituts & prefecamial transfur of & fraudulent occnvaysnce under any applieable law, ot for any reason, Caterpillar Flnancle! is required to find such paymear or
pay wmch amount 1o Obligor ar 10 any other paracn; (f) eny sale, lease of trenrfar, whethes or nut commercislly reasonsbie, of ell oe any pact of Oblignr’s assets
add/oe any aasignmant, iaastez or delagatioa of Obligor’s Indehtedness 1o any third party (wheeety thit Guarrgy shall continue (o extend w0 all ;ums dus from o
for the acoount of Obligor and/or the new or substituted lagal aotity): () say fellure to perfect any lion ar eacurity intereat securng the Indsbisdaess ar preserve
say right, prlority or remaedy agelast any Bauipmens; (h) any intsrmuption, change or csstation of relations betesn Quarantor and Obligor; () any defect in,
damago 0, desteustion of or loss of oc interfarence with possestion or use of any Bquipmeat for any reason by Obligor or ajy odier pecton; (f) any act or
omission by Catazpliler Financial which inorsases the scope of Guarantor's risk, Including without limilation, negligen! administration of ttantachions with
Obligoe; and/ot (K) any othar cocurcence or slroumsiance whauosver, Whather almilar oe dissimilec to the foregoing, which might otherwiss conmitute a legal or
squitable discharge, reloase or dofeuse of & guarantor of eurely or which might cthecwise timit recouess ageinet Guarantor, -

This Guarsaty and Guareator's obllgatons and labiliSos barvunder shall sontinue to be effective, and/ar shall sutomatically 144 retrosctively be

relnatsted If & reloase, Mﬂuududmplw oseurred, as the case may be, I a2 any iims any paymeas or pact thereof 1o Caterpillar Finenclal with respect
1 Obligor’s Indebtsdonts is rencinded ot is restored by Catarpillar Finsoalel o1 sy reason (including without imitmtlon pursusct 0 any Insolvency, bankeuplay,
yeorganization, vecetvershlp, or sy other dabt refjef gtanted to Obligor ot 30 eny other party) wheiher by oourt order, adminisiradve otder ot swillement. in the
event that Catarpiliar Finanalsl suist rescind of restors say payment recsived by Casseplilar Finanalal In satlafaction of any of Obligor’s Indebiadnaes, any priar
relaase, terminatlos or dischacye from the teema of thia Cusrunty ehall be without effsee, and this Guaranty and Ouarsntor’s obligations and [labliides hersunder
sball automatically be rensered or reinstated and shall requln 1a full foroe and offoct 1o 5o sanw degres and sXlonk & if such a relesss, (arminetion o¢ dischargs
never oocurmed and as if ench acwount Bad never been recsived by Catecptifar Flaanslal, actwithstanding the cancellation of any sgreamaent svidenciag Chiligor's
Indedtadness. Lt is the intention of Catecpiller Plnaacial and Guaremor thet Qusrantor’s obligations ead Lisbllities hereunder shall not be discharged axcapt by
CQuarantor's filf and complate payment, perfarmance and ssdsfaction of such obligations and lablities and thea only o the sxtent theseof.

EECTION 7. _Waivers kv Guaragior, Guammtor waives, for the bensth of Catarpillar Financial (which waivars shall survive uol this Guasaaty is released o
tacrninated is writlag by Casarpilisr Flnanolal): (1) notice of 1he sccoptance of this Guarsnty; (b) notss of the existance, ersation or incurmence of new sodfoc
sdditionat debdt owing from Obligor W Catecplliar Finanelal; (o) pressatmeni, protest end demand, and notos of pectest, desand, noepayment, nonparforcasnan
and dishonor of any end all agreemants, notea or other obligstions signed, socapied, endorsed or arrigned'ta or by Cetarpillar Finsaclsl oc qgreed to between
Obllgor and Caterpillar Rinancial; (d) notice of adverss change in Obligoc’s financlal coadition ot ey uther fact which might materially Incrasse the risk of
Quaraatar; () any sad all rights in snd noticas or deminds rolating 1o any Bquipmeot, lachuding without Umitation, oll Aghts, novices, advartisomenty or demands
telading, whethee direcdy ot Indissolly, 1o the foraciostice, sala or other dieposition of any of all such Bquipma or the maaner of such sale or other dlspoiticns;
(D) sy clsim, cight or remedy which Guarssior gy now have of hereaftar scquire againet the Obligor that arises hereunder and/or from the performancs by sny
Other Obligor Including, withuut leiadon, any clsim, remady or right of subrogation, redmburssmaent, sxoneration, sontribution, Indemalfication, os
participation in any clalm, right or remedy of Catarpliiar Fiaanclal agatns the Obligor or any ssourity which Cataspiilue Finsnolal now has ar heresfler acquires
with tespeut 10 the Obligor, wholher or not ruch claim, tight o¢ remedy arises In aquity, undsr contract (axpress o implied), by statute, uader cnmmon law or
ofharwise; (2) notics of sny defaul by Obligot o any other person obligeted in any manner for all or any portien of Obfiger's Indebledness and nolics of any
legal procesdings againsl such partiea: () any right of contribution from any Other Obligots: (@) notice aad hesring as to any prajudguaent remedies; () any
defease which ls premived op aa slisged lack of considecation of the ahligetioa uadectaken by Guarantor, lnsluding withoit limlurion, any defsare to the
eaforvement of thls Guaranty bated upon the dming of exsoution of this Guarenty and/or that 1the Guarsoty had besn eXecutsd after the exucution dats of any
agresgenia svidencing the tndebeedness; (k) all axerapiions and homestesd laws; (D any oiher demands sd noticas reguised by law; (m) il setoffs and
sountarciaime againt Caterpiilar Figancisl and/or Obligor; () any defapse baved on the claim that Guarastar's Rahilides snd cbligations wioued or ars rmore
bundensome than these of Obligar; (o) any defenes which the Obligur may atsect or be able (o assart oy the undectyiag Indebladnass or which may be susertad by
Guareater, inoluding hut not limited 1o (1) braach of warrsaly, QD fesud, (HI) sanuts of frauds, (iv) Infancy, (v) satute of lindtations, (vi) Jender lability, (vi)
2000ed and satisfaction, (YAD paymeat and/or (Ix) vsury.

13, Quarmor warrants and agroos that sach of the watvare, covenants and sgrestasnta sac
M bereln are mnd- will ﬂuuuht'l Ml hmulodgo ef lhu: qniﬁumc and sonsequences, and that undas the sireunsanced, the welvess, sovenants aod
Agresments are rvascaable ald not sontercy to publie policy of law. If axy of aald walves, caverants and sgreamerncs are deermiosd to be contrary w agy
npplluhh law or publie policy, sich waivers, covesants and agrespents shall be sffective only to the maximum extens permitted by law.

M ; ‘ litig, Guatantior agrees that, should Catarpillar Flnanclal dumhnmmry:oﬂhn
mmym eoum mbn © earom Ouumbr'l obnnuou nnd Habllitles undet this Guaranty, Caterpillar Pinancial muy commenoe sudh a civil action ageinst
Guaranior without the necessizy of fiest (D atiempting to collect Chligar’s Tndebiadness from Obliger or from axy Ocher Qbligor, whether through filing of suit or
ctheewiss, (i) itempting to execoles any rights Catacplillar Pinanslsl may beve againet any Equipment, whether through re-lease, the filing of an sppropriata
foceolosure aetion or atharwiss, () Inaluding Obligor or amy Other Obligar as an edditlonal party defandant in such i oollectinn sction againgt Quacanter, or (v)
pursuing agy oter remady in Caterplilar Minenslel’s powrer or to mitigate damagas. If there i¢ more han obw guarensor under this Quarenty, sseb Ouarenior
addidonally agress that Catarpillar Rinancial may fils an approprisiy sullscion and/ot snforcement aovlon sgainst any ons or more of them, without lenpairing the
sights of Catacpllier Flnaneisl against sny othar guartntor undee thls Guararsy.

SLIION 10, Renoaeptationt sad Warmantics by Guaragics, Gwecusst represnts sod warmmts 1o Catarpiller Fioanelsl that () all ections, sudherity sad
sonsscls required 1o be pecformad, obtained andior saslifiad price to the axecudon and delivery of this Guaramy, snd 1w constitale this Guaranty as the vaild and
binding obligation of Cusrantes in sccordance withh 1 terms, have basa performed, obtaisad and catiefind {n raasecial compliance with all spplicable laws; (i)
QGuarentor gives this Quacanty based ot an indepeadent javeagation of fipancisl and othee cirolmstances by Cuarantor and bas adequate means w0 obtaln on ¢
ocoadnuing besd, information concerning the vondiica of Obligoe, and that Juarenior is nct relylag on Catespillar Pinanclal to provide sueh informatlon, now oc
la B futurs; (HO if seoalamrion of the ime for pryment of ary Indsbtedases is staysd upon the lnsolveacy, bankrupisy or reorganization of Obligoe, all such
amounis olharwise sudject to ecoeleretion under the tarms of ny agresmant betwesn Obligor and Catecpiliar Pinancial shall sosstheless be lmmadlataly payable
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by Ouazantor In sccord whi tha teris of this Quaraaty; (Iv) Ia the svent thet Quarantar should for sty seascn whauosver receive ary payoreat or paynicats from
Obligor (o¢ say Othet Obligor) ba any amaunt or amounts thet Gbligoe (or such e Wiird party) may owe to Guarentor (which Guaranioc shall recatve and/os
ateespt w obialn shovld Catarpliiar Flaancisl »o request Ln writing), Ouaraatcr agress o accepl tuch paymant ar paynrots for and on behalf of Cevepillac
Floapcial, sdvidag Obligor (or ths thired pacey payes) of sudh a fast, snd Guatentor uncaaditonally agress bo nmadistely deliver sieh Amds to Caterpillar
Ploaseial, with wch funds being held by Juarencor duriag any interim patiod 1a Ltust for Caterplilar Rinanclal widhout reducing or affecting la any mannec the
Habllitios of Quaramor undar the othec pruvisons of this Guarenty; and (v) Guacantor receives & dizset ar indirect matecial benofit from the transastions
suuiemplatad hereln s0d/ar arislng from Obligor’s Indebtodoess, sven i Quarsnior does not recslve ANy propecty, monay or sarvioes Which are the subject
theseof.

Asy nolice provided n this Quararty muxt be iq writlag by fisst cless mail, by faseimile (ransmission of by registeced or cortified mall
and will be consldercd sr given an the day & is deliveced by head or deposiiad poetage prapaid in the United States mail addreased to the panty sa set forth hatein
uelnll_uuneffuduihmuhdon.vmnmbyhnﬁdupw.

SECTION 12, Cogatcnctiog, This writing ls Intended as 4 final sxpieseloa of il Guaranty agreement snd is & compless and sxolusive statement nf the facms
of that agreemens, provided howevee, that the providlons of this Guaranty shall bs In addition to and cumulative of, snd not )n substitudon, novation or discharge
of, any and all prar or contemgoranecus weitten guataniies or othor written sgreazienus by Quarantor {or any ons or more of them), ln fvor of Caterpillar
Flnanslal of essigned Lo Caverplilar Finanelal by others, afl of which shall be construed »s complementing sech othwr. Nathlng hecein contained shall prevem
Catacpillar Fisanoclal from anforelng szy and all such other gunaranties of agreements ln socordance with thelr rospective tarma.

EECTION 13, _Amspdaunt, No ameondmen, modification, conseat or waiver of any providtou of this Ouur;nty, and oo consent 1o any departurs by Guasenmsor
M.MNMuM-Muthhwﬂh‘d‘ndbys&#nu&hdoﬁmdwmw.wﬁy”um«mbh
wpucific lastanca asd for tue specific purposs for which givea.

SECTION 14, Successors and Axslsns Bawad, Guersnior's cbHgations sad Labllides vader this Guarsnty shall be binding upon Quaranior’s successors, halss,
logaioes, devisems, admlnbetratos, axsoulos sod assigns. Caterplilas Finsnsls! may anign this Guaranty and any end alf righte and intereets lncluded becelg in
Catarpillee Fingnalsl’s sole disoretion Wibiout notice 10 Guarwnior snd the rights and remediss granoad 10 Catecpillac Finagcis! uader this Guacanty shall ales jovre
to the benafit of Catarpillar Pinencial’s successocs snd asrigny, e well 21 to any sad all suibsequens holder ar holdess of any of Obligoc’s Indebladness subect co
thla Guaningy, without setoff, countarclaim, reducdos, recoupmeat, shatamaant, deduction or defense besed an any clsim Guaraator asay bave agalnst Catecpiller
Fioanclal, migh suocessors and asigur or subsaqueat holders of Obligor's Indebtadness, Guacantor shell aot sssign this Guaramy withous the grior wrinen
conse of Catarplliae Fissncial.

AECTION 15, Yermination, This Gueranty is rrevoeshle sxoept Bt any tenmimtion of this Gusrsnty chall bs ineffeciive unless upas che terminatlon date
Guarantar degosits with Cutarpillar Financls] callatecal 1a the form of cash In an amounk 2ot less than the smount af tha Indebsdsess outatanding oa the
erniination date. Soch aash shall be hald by Catarpliiac Fipsnslal in ¢ separats aceovnl and shall be tenrmed 80 Guarsntoe upon the Ul snd indetuasible payoasnt
of all of the Indsbtedness.

SECTION 16, Caption Meadings, Caption headings of the sactions of this Guaranty are for canvaniagos purposes only and are not 10 be usad 1o integprat o2 1o
define thelr provislons. In this Guasany, Wheasver the context 80 requires, the singular includes the plurel and e plural also includes the singular.

ERCTION 11, torareins lews Welver of Jary, This Guscamty aiall be sonstruad lherally la favoe of Caterpillar Pinancial and shall be governad and
conmrvad in aoocrdanes with the substantive laws of the Stale uf Tennasess without regard o the eoaflicts of laws principles theesof. To {adiwe Caturpillar
Finanslal to acoept this Quarsnty, all actioas nr procesdings arising divectly or indirectly In conasedos with, out of, relsted to or from this Guamary may be
litigated, at Catarpilsr Flaanclal's sole disoretion and sleczon, In oourts within the state of Teansstss. Guarsntor consans xad submits to the Jurlsdiction of aay
Toca!, state or fuderal coust jocated within that state snd sgrees that secvios of the summons ead complainz and any other process which may ha served In any such
actllon or procosding may bs made by mail, Guaragtor walves any cight 10 ceanefec or change the venus of sy ldgation brought ageinel Guarantor by Cawrplilas
Rinancial In sccordance with this peragraph Oncluding without lhmitadien the defanes of an inconvenient forum), Guarenior agrees that a fina} judgment n agy
nich action or proceading shall be concluslve end may be enforced in other jurisdiodons by sult on the judgment or la any other manner permitied by luw. ANY
ACTION, SUIT OR PROCRREDING RELATING DIRECTLY OR INDIRECTLY TO THIS GUARANTY OR THB RELATIONSHIP BETWEEN
GQUARANTOR AND CATERPILLAR PINANCIAL, WILL B8 TRIED IN A COURT OF COMPRTENT JURMDICTION BY A JUDGR WITHOUT A JURY.
Al JUCH, GUARANTOR HERBRY WAIVEE ANY RIGHT TO A JURY 'TRIAL IN ANY SUCH ACTION, SUIT OR PROCEEDING, IN THE BVENT OF
LITIGATION, THI? GUARANTY MAY BE FILBD AS A WRITTEN CONSENT TO TRIAL BY THBE COURT.

SECTION 18, Sevecabllity, If any provislon of thiy Guaceniy is hald to be Ilegal, iavalid of vasnforosable under pretank or future laws effective during e
totm hepeof, such provision shall be fully seversble, this Guassoaty shall be construed and enforceable as If the lllegal, invalid or unenforceabls provision had
sever somprised & part of it, and the remalning provislons of this Guarenty chall recaln In full foros and sffect and shall not e affeciad by the illoge!, invalld of
uneafoecsable provision or by ks seversace horefrom. Purthermore, \n fleu of such {ilegal. lnvalid of unenforceebls prowvlslon, dere shall be added avtomatlestly
s & part of this Gearanty, & provision s similer in termz to such {llegal, invalid or unenforvesbie provislon es may be possible and lega!, valld and enforcesbls.
IN WITNESS WHERBOF, Guarantor has execucsd this Quananty in favor of Catecpllisr Finanolal oa the day, month and year first writien abovs,

Guarssior has read and fufly undarstands Xl of the provideas of this Guaresty.

MORRKISON KNUDSEN CORPORATION . %
| | . . T
n'z:";nmm . E'g DTEPHES & - WRANKS

e,

Title* Extlec. \I.
SPeio: the correct name of Individudl, sorporstion oc pertaacship,
*SPrint titfs of corporsts oftioar Of pastaee, Prind “an individual®, if pacty is individual signing on own behalf.
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